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WEDNESDAY, JULY 24, 1991 

House of Representatives, 

Committee on the Budget, 

Washington^ DC. 

The Committee met, pursuant to notice, at 9:40 a.m., in room 
210, Cannon House Office Building, Hon. Leon E. Panetta, Chair- 
man, presiding. 

The Chairman. The House Committee on the Budget is in ses- 
sion for the purpose of a hearing on elementary and secondary edu- 
cation. 

This hearing, like others that we have conducted over the past 2 
months, is basically focusing on an examination of budgetary issues 
for fiscal year 1993 and beyond to try to give us guidance and lay 
some groundwork for what the budget resolutions should look like 
in the future. The hearing tomorrow will be on higher education, 
but we think that education, both elementary, secondary, and 
higher education, are crucial in terms of the future of this country. 
No issue is more important to our future than education and the 
investment that must be made in our most important resource, 
which is our children. 

Developing a strategy for the improvement of our education 
system is central to our effort to rebuild our productivity, to re- 
build our economy, and to try to win back our ability to compete in 
a world that is approaching the 21st century. Our children are our 
best hope for that century, and we have to do better by them. 

How do we do that? The President has captured the spirit of the 
need in the America 2000 title given to education reforms that he 
announced in April. But he has put very little money and very few 
resourc^is behind that title. The President asked for $690 million to 
finance education reform but requested three times as much for 
the manned space station. In some cases, the President would take 
money from already proven programs, such as compensatory edu- 
cation, and overall the President's education request fell short of 
keeping up v/ith inflation. 

The America 2000 strategy focuses on the setting of national edu- 
cation goals with rewards to schools and students that excel in na- 
tional testing, on school choice by parents, and on the creation, 
with corporate financial support, of at least 585 new American 
schools to demonstrate the application of improved education tech- 
niques. 
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The Strategy however, raises both budgetary and policy ques- 
tions One b^^question is: What does it do for the disadvantaged 
student " school choice and the creation of model new American 
IchS woSld appear to favor students well along on the learnmg 
fur^e Ct Xrof the many other students whose Progress ^s 
being held back by handicaps, such as language barriers, poverty, 

%'oT\— r^^^^^^^^ State of California, one in f^-^^^^^ 
children now lives in a home where English is not the P"™ary lan^ 
guage. More than a quarter of a million immigrants are settling in 

One aifsre^^i^^ in the testimony of a member of our witness 
panel who will tell us about a recent report by the Committee on 
Comic Development. It suggests redefmrng education a. a proc- 
ess that begins at birth and encompasses all aspects of a child s de- 
Telpment Tncfuding physical, social, emotional, and learning 

^'w^ will also hear a proposal for a dedicated tax to begin now the 
reform 0 the schools most in need of reform-somewhat the re- 
verse of the President's proposal. The idea of a dedicated tax I 
tS r/intesling and on'e tLt we need to Jhink ^bout, b^^^^^^^^^ 
frankly think that as we approach this next century, in order to 
S peopleTn this country to make a commitment with regard t. 
fhei^ taxes, they want to be convinced that it i« dedicated to a spe- 
cific purpose. And certainly education seems to me to be one of 
those key purposes that we need to invest in for the future. 

I have a feeling that Americans will support reasonable tax in 
creases if they know that it is going for a good purpose. A dedicat- 
ed tax may well be the revenue approach ot the tuture. 

Our panelists are Gordon Ambach, who is Executive Director of 
the Council of Chief State School Officers; and Sandra Kess er 
Hamburg, who is Vice President and Director of Education Studies 
for the Committee for Economic Development. 

Following the testimony of our panelists, we will hear more on 
thryear 2000 strategy from Dr. Ted Sanders, who is the Under^c- 
retary and Chief Financial Officer of the U.S. Department of Edu- 

want to thank all of our witnesses for being here. We do appre- 
ciate your taking the time to cc ne here because this is an extreme 
rSiporint centerpiece, if you will, for our attention in ter^^^^^^^^^ 
fiture budget resolutions. There hasn t been ^ ^^^^f'^^^^^^^^ 
that I have worked on in which education has '^ot been a key issue 
And I think that is going to continue to remain the/^^^' P^;*^^" 
larly as we look at where America's role is in the next century. 

So, with that, we again welcome you here. Your statements w^^^^ 
bo made part of the record, and you can read from them or summa 
rize them as you wish. 

Mr. Ambach. 
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STATEMENT OF GORDON M. AMBACH, EXECUTIVE DIRECTOR, 
COUNCIL OV CHIEF ST>TE SCHOOL OFFICE^iiS; COMMITTEE 
yOR EC0N<>M1C DEVELOPM'^.NT 

Mr. Ambach. Thank you very kindly, Mr. Chair. .lan, Congress- 
man Kildee, and Congressman Beilenson. It is a great privilege for 
me to be with you. 

The Chairman. Congressman Huckaby. 

Mr. Ambach. I beg your pardon, sir. My listing was wrong in the 
order. Apologies to you, sir. 

Thank you very kindly for your opening statement, Mr. Chair- 
man. I am in complete agreement with the statements that you 
have made, and I think that the presentation I have before y >u is 
reflective of the concerns that you have expressed. I will not be 
dwelling particularly on early childhood education this morning> 
but let me make a point before my colleague does spr ak par ticular- 
ly to the CED report. 

I served as Commissioner of Education for the State of New York 
for some 10 years and before that as the Executive Deputy Com- 
missioner. It was my privilege in the year 1969 to write a position 
paper for the Board of Regents of the State of New York which put 
them in a position of arguing that every 3- and 4-year-old in that 
State who was economically disadvantaged ought to have the ad- 
vantage of a prekindergarten education at public expense. I am sad 
to say that that has not come to pass, but I express this because I 
want you to know how much I agree with your thought of the im- 
portance of early childhood education. 

This morning, however, I want to concentrate on certain other 
aspects that you have requested I speak to you about. I provided a 
rather voluminous testimony, a cover statement, and then four at- 
tachments, each of which is responsive to one part of the questions 
in your letter having to do with our proposal for a major initiative 
in the 1990's, America 21; our proposals having to do with testing; 
our proposals having to do with a dedicated tax, as you have just 
referred to; and a comment about recent reports that we have 
made on the conditions of education in the United States look at 
St^te by State. 

I would prefer, Mr. Chairman and Members of the Committee, 
that all of these items be placed in the record. I do not plan to read 
from those statements this morning. I would far rather speak and 
start our conversation by providing you with an overview of what I 
think to be the major national issues in education for this decade. 
And I do so in the context of advice on how you do shape the budg- 
ets for 1993 and for the balance of this decade. 

My statement has started with two specific recommendations. I 
am going to come back to those because I would rather begin with 
the context for making Federal decisions in education over this 
decade. Why is it that we should be concerned about an increased 
Federal role? And I have advanced two sets of points: one having to 
do with the factors toward nationalization of the educational enter- 
prise in this country, and the second is a reminder to all of us as to 
what the Federal role has been in education in the course of these 
last two centuries. 
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It is not my purpose to bore you with a 
but I think it is very important, aa we look at the 1990 s, to tnink 
about some key events that have taken place in this Nation's histo- 
^rwhiThaveV^^ a Federal role for education and on which we 
should build our programs for the 1990s. 

Now, if we were gathering 2 y«frs ago on July ^^4. ^^^^^^^ 
would have been no national goals for education. Charlottesville 
woS d not even have been convened. There was hardly any oiscus- 
^on whate^ver Tthis country about national testing or a system 
?f naHonarteftine And indeed, there was not all that much dis- 
l^sLratuTSon^^^^^^^^ for ^h-ge or refo^^^^^^ 
tirai Clearlv there were lots of laws on the books at the f 
level and Zch concern about education, but it was not cast .n the 

'"Kwh'aT'S been happening that has led us> these pas, 2 
years to such an intense consideration of national goals and a con 

s^rfac^r^iTha^rd^ursr^^^^^^^^^^^ 

'rnt nedTcou'pll, Mr cVir-"' °\«tS f™n aiSX 
tional economic compet t on has been right up at the tront, and tne 
knowledge tCt i^ we do not have our students prepared to work 

Kr, w^^^^^ will go overseas; that i^Sf o? afflu"^^^^^^ 
slide we will not be able to keep up the level of affluence unless 
wG hkve a work force that is truly in international competition. 

A s^ond Tactor hi to do with our position with respect to secu^ 
rity. We sent one armed forces to the Persian Gu f not f O ^0™^^^^^^ 
several States. We deal with the issue °f ««^X^^f lancuar of 
expecting that our troops have a c?"-V™°"«iVy InoToS sys- 

terms, of understanding, of con^^?7PjT\°^*!,'^TnK ha^^^ 
tems hat are extraordinarily sophisticated. And ^"f^^' ^^^^ 
the feeling that there has to be some nationwide or national sense 
of standard in that direction. ... . . 

Third, we have the factor pfpoP^lat^"" "JP^^^^yj^.^^^^^^^ 
increasing in this country with the expectation that when to^^ 
move from State to State, they can expect that there is go";|t^^ 
a continuation of education for their children, that there is a 
common kind of education that can be followed. 

Fourth, the issue of equality ot oPPort^^^tyZ-^^^^^^^',.^^^^^^^ 
would po nt out that many of the Federal acts, Pf ''t^^^/;^,^^^^^ 
the 1960's, have focused on trying to provide a certain equalization 

°'ff^eTt'?sr"lLk^^^^^^^^ policy with health or social 

seAlice strategies. Much.of the policymaking n this co^ in th 

areas of health and social services is, \f F^ede^^l/^l^^^^^^^^ 
recofccnize that education must be linked much more cioseiy lo 
health and social services, there is a natura tendency to h mk 
more about national education policy ''elated to health an^^^ 
services. 1 would give you two examples of that _fairly regnti^ Une 
i«5 fhP develooment of the Family Support Act— a welfare, u you 
will In fact Hs an education bill. It relies upon the requirements 
Th i there shall be education and training for th^^^ w^o are rec^^^^ 
ent.s in order to become independent Now, that has foi ced the^cor 
cern for national strategy in education as well as in social servic 
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The debates most recently on child care are another example of 
connecting health, social services, health, indeed, and education 
with respect to national kinds of strategies. 

The sixth is a recognition of the commonality of the education 
program across our country. As a Federal Nation and v/ith a sense 
of decentralization of decisionmaking to States and localities, there 
is a lot of protected area by way of setting policies and keeping 
things somewhat different among the States and localities. The fact 
of the matter is that if you look across the country from one State 
to the next, you will find very common use of text, of materials. 
You will find very common use of various tests. You will find use 
of Carnegie units and standards and go on. And we are seeing— 
indeed admitting— that there is much more commonahty in the 
system across the land than there are differences. 

That has led to a very important point with respect to putting 
together scarce T-esources in order to get particular jobs done; that 
it is better to do it in some cases on a one-shot or national nation- 
wide basis than 50 times over. Now, the States are coming to recog- 
nize this and, indeed, are banding together in more and more ways 
to share resources and talents to get things dene. It is clearly a na- 
tionalizing influence in education. 

Finally, I would point out that with the principal responsibility 
for education which is at the Stiite level, recognizing that there is 
always the necessity for incentives and, indeed, prods to be provid- 
ed in order to change, there ip a tendency to move to the Federal 
level for incentives for various kinds of actions that will assist or, I 
say bluntly, sometimes prod the States into taking different ac- 
tions. 

Now, those factors are coming to?ither and have come together 
to bring us national goals for education, concerns for national test- 
ing, and, indeed, concerns about national strategies. Now, the con- 
text in the 1990's is different by way of what should be done with 
Federal programing. 

I mentioned a few moments ago that it might be useful for us to 
take a quick travel back through some of the major events in this 
country in two centuries where the Federal Government has inter- 
vened in education, and we start in the beginning. In the North- 
west Ordinance with the dedication of certain tracts of land for 
education, about all the Federal Government had tc> provide at that 
point, there was a clear recognition that in the move u> the West 
there should be a provision of common public education through 
the use and incentive of a certain Federal activity. 

If you jump over into the 19th century, in the latter part of that 
century, with the creation of the land grant colleges and universi- 
ties, an act which was small in its beginning but has led, with Fed- 
eral initiative, to one of the most extraordinary developments in 
education this wurld has ever seen: The growth of the full public 
university system across this country. That was done out of Federal 
initiative in the latter part of the 19th century. And it was done for 
the purpose of assuring that we would take advantage of the tech- 
nological advances, apply them to agricultural, apply them to In- 
dustry, apply them to business. And it worked, and it has ^vorked 
in the end of that century and th* ough the better part of this one. 



If you move from there to the period of World War L the Fed"|l 
act ons taken at that point had to do v ith the creation of the \ oca- 
tS Education Act and the Vocational I^habihtatio" Act.^^^ 
Sb Act was directly related to a^istonce of the d sab.^^^^ 
fhp war The Vocational Education Act was put m place Decause 
thitTexactlv the tim^ that Turner was developing mass produc- 
Jio^ in S country Mid we needed a better equipped workforce to 
be abl^ to^o^rate^^^^^ And so the Federal Government in- 

tervened with the Vocational Education Act 

Skip into the Depression years, and t^»^^g]^.^^\Xhiu^ there 
child care programs, various support programs for teaching, mere 
S clearlv a let of Federal initiatives, partly to recover froni the 
D^reSon but partly to try to beef up the capacity of the educa- 
tosrstem so tStlere would be a strength in education in the 

""TciJentally, in the 1930's in this country, abont 33 percont of 
our pSle M graduated from high school We tenj to for^t 
how far that has come. It was about 10 percent m 1910, a" ^1^ ^ay 

Sp to 33 percent in the 1930's It is now ^PJ^.^'^f |«J?ifJftTs n^^^^ 
on regular graduation; indeed, when you add m GEDs, it is now 
mished iiD prettv close to 86 or 88 percent in this country. 
^ Rnf ba?k to ^^^^ line. From the Depression, if you think 

then into th? 1940'8,X major intervention in education in the 
S's wmX S b^^^ the single most im^rtani action 

e?e? tak^ by the Federal Government in support of col^ges and 
TiU^sitiSsKuse it opened up a vast opportuniV for education 

''indf^"^^^^^ crossover recollection: I" 1952. the Federal 
Government spent as much money for education a?/t spent for 
health Just aSout the same. Whyf Because of the bill ?t that 
p^fnt That is clearly not the case today. There « "^^^-edible dif- 
fprPTtre of the wav in which those programs have grown. 

In tL 195oCft in 1958 that we had the National Defense 
EdtX Act^^^^^^^ it came right after Sputn V^\X' Ciln's 
concern, an international competitive concern th^t the Kussians 
wer« moving Xad of us in space and that we had to beef up math- 
rmatirind^S had to find ways to support teachers^^^^^^^^^ 
mentary and secondary education, subsidize their education, 

"?ru'mo?e^J^om^^^^^^^^ ''f^' 

a KlusteHf acts: The f--t^-^ZcT\^mthS ideation 
\['t tl»P Hicher Education Facilities Act, the Higher i-iOucauon 
Act, L brSy ^rvicef aid Construction Act, Manpower l^veloj^ 
ment and Training Act, which was the predecessor of CETA and 
Jredeces^rS JTPA. Head Start, and even some other acts, all 

'^T'r'f^u^lron equity. Their focus was on the provision of 
opportunities for those^who were economicaUy disadvantag^ in 
oX to gain success in education. That was filled ««t in the 1970 s 
with the Handicapped Education Act, educat i for all handi 



^'?fow tf"you\ink from the mid-1970's to the present time al- 
though tUe have been reauthnri.utions of these vam^^^^^ 
in effect the purposes have remained pretty constant. There have 
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been adjustments made in terms of volume and in terms of the 
nature of the assistance, but the purposes have remained really 
quite constant. 

Now, all of that brings me to this decade, to the 1990^s, and the 
issue is: What is left? Are we in a circumstance where it is in part 
the building out of the promises in many of those acts which have 
not been fully met, as you have indicated, Mr. Chairman. Still only 
50, 55, 60 percent of the children eligible for Chapter I are receiv- 
ing those services. Still the Federal part of the Handicapped Act is 
only paying out at 8 percent while the promise was at 40 percent 
when it was initially put in place. Still we are behind with respect 
to keeping up on Pell grants and so on. There a^e very important 
things to be done there to fulfill those promises. 

But there is another challenge. The challenge is to help from the 
Federal level for system change, for institutional change. And al- 
though the components of doing that have been a part of the Fed- 
eral array of activities in the past, they have never really been put 
together in the way in which they must be put together now. They 
can be put together in connection with a thrust for achieving the 
national goals. Indeed, if stating the national goals has any pur- 
pose whatsoever, it should be to orchestrate; it should be to rally 
different kinds of support across this country, including Federal 
support, in order to achieve them. 

Now, last year— Congressman Kiidee can remember this very, 
very intimately — there was a development of an act called the Ex- 
cellent and Equity in Education Act of 1990. It was crafted in a bi- 
partisan way in the Committee. It was moved through, and, indeed, 
it was passed not only once but passed twice by the House of Rep- 
resentatives in October of last year. It would have endorsed the na- 
tional goals for education. It provided policy statements related to 
the goals. It provided adult literacy. It had a mfigor professional de- 
velopment program. It had a program for trying out flexibility or 
deregulation on a demonstrated basis. It had a program to demon- 
strate choice in public schools. It had alternative certification, and 
so on. 

It was passed through the House. Unfortunately, it got snagged 
in the Senate on procedural grounds in the last hour of the session. 
And so it didn't go through. That would have provided an authori- 
zation at about $800 million. The bill reference is H.R. 5932. And 
although it did not pass last year, it is alive in the sense that, as 
the Senate now deliberates on S. 2, on incorporating the America 
2000 provisionp, some of them, and deliberating on what should be 
done with respect to national goals, much of the provision that is 
in 5932 is very much on the table. 

Our organization has designed a way in which you could incorpo- 
rate key elements of 5932 with the provisions that are in the S. 2 
bill on the Senate side, further incorporate certain concepts of the 
Administration's America 2000 program, and weave these into an 
act which, in our judgment, would be as significant in education 
reform at this stage as was the Elementary and Secondary Educa- 
tion Act in the mid-1960's and, indeed, as the NDEA in the 1950's 
and perhaps some of the otht>r acts that I have recited just a few 
moments ago. 
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This is exactly the time to do it. The Federal role in providing 
resMirch and development is well established. The Federal role in 
providing startup money for innovation or demonstrations is well 
SSbUshed. TheWral role in providing ^^aff ^^^^^^^^^^^ 
traininir of personnel, which is absolutely critical to reform the 
schools-that is well establish in past acts. The concept of support- 
ing instructional technology has been already built into certain 
provisions. But they have never been put together in a full package 
which would provide a wedge for reform. And not a reform for W5 
schools; there are 110,000 scWs in this country. Any reform eftort 
has got to be designed with a buildout over 10 years that will genu- 
inely reach every single school in this country and make every 
school a high performance school. , , , , ^ ^ , 

Now, this is not to argue that the load has got to be on the Fed- 
eral Government. We are well aware of the budget crunches under 
which you are particularly operating. We are well, aware of the 
Stfons over these next 2 or 3 years But this is the time to 
design the strategy, and one can, in fact, build it. One can start m 
what would have to be a Hmited way with, the expectation ^^^^^^ 
can build out at a later time when there is a better capacity to be 
able to make the changes that are necessary. 

Mr. Chairman, we have provided specs *^or that It is in the 
backup documents, and I won't take time to go >nto the details. As 
I have said, it does teke certain concepts ^^om Americp^OOO and it 
incorporates them into a broader design. Perhaps most important 
it genuinely connects what would be in the "f w initiative with 
what States and localities are doing now and will be doing so that 
the some 6 percent of Federal money out o' the total ^^^nd^g tor 
elementary and secondary education ,is genuinely leverage money. 
And it means that you cannot teke only a new mcrement that 
might be in America 21 concept. You have got to connect that with 
the^^other parts-Chapter I and education for all handicapped ch 1- 
dren and so on-so that you see them being brought together in 

'''&S^en^l]^7!'^s^or failure of the Administration's pre. 
gram -That does not happen at all. They are isolated pieces in that 
IfTort, but they can be rWted. And, indeed, in the Congress I am 
confident that that is exactly what will happen. 

Now, one more point about a specific recommendation before 
you. The whole concept of having national goais for education, ot 
course, is accompanied by having a ^-eporting system and informa^ 
tion to keep score on whether you ever reach them. This means ex- 
pansion of the kind of assessment that we have nationally. If a goal 
Is to be No. 1 in the world in mathematics and science, you have to 
have some system to know whether you are there, how far you are 
SSd what it tekes to get there. If .^"Ji^'^^T.^S o 
achievement for youngsters who are m the 4th or the 8th or the 
12th grade, you have to have systems with a commonality of ternjs 
and tSe capacity to relate scores one place to the next, to be able to 
know whether you are making progress. ..... . . „ ^_ 

Indeed, one of the m^or developmente in education is to try to 
shia to leaving goals, objectives, lessen the regulations, lessen the 
requirements or specifications for operation, leave more operation 
tTschools and to school districts, and then measure the perform- 
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ance later to determine whether it is effective, and therefore build 
in incentives in order to try to change that. 

Well> the theory works if you have a system of information and 
assessment that enables you to keep the scorecard necessary to 
know whether the targets have been met. 

Now, here, again, there is a very special role at the Federal hvel. 
The debate which is going on right now on the issue of national 
testing is a debate which has to be connected with the use of 
NAEP, the National Assessment of Education Progress. But it is 
drawing in the concepts now of individual examinations for stu- 
dents. Current National Assessment of Education Progress does not 
measure individual student performance. No one youngster gets a 
report or a score on taking NAEP. The scores are aggregated 
across the State oi across the Nation because that is all designed to 
tell us how well is the system doing, not how well is an individual 
youngster doing. 

NAEP, of course, has been around since the 1960's. It is only 
within the last 3 years that there has been an authority to use 
NAEP State by State. Indeed, it was in June that the first mathe- 
matics at the eighth grade level on NAEP was reported. 

Now, NAEP needs to be expanded substantially so that we have 
results State by State on all of the five subject areas, and we have 
got them on a periodic basis. Incidentally, right now there is not 
authority in order to expand State by State NAEP past 1992. But it 
should be provided. 

The debate centers more on what should the National Govern- 
ment be doing in creating individual examinations, and that is a 
debate which has two parts; One, which level of jurisdiction ought 
to be most prominent in this— the localities, the States, or the Fed- 
eral level; and, two, the issue of the nature of the tests themselves. 

There is a very great dissatisfaction with what is happening in 
testing in this country; namely, its tendency to be short-answer, 
machine-scorable, very objective, but limited by way of its capacity 
to genuinely drive instruction or learning. Let me give you an ex- 
ample. 

If your objective is to have students write essays, you had better 
test them by having them write essays. But grading essays is a 
very different thing when you are talking about large numbers of 
students than grading short-answer questions which might ask stu- 
dents about various parts of writing, parts of speech and how you 
parse sentences and so on like that. 

The debate is, then, on the construction and type of test as much 
as it is on the jurisdiction which should administer it. There is a 
lot of work that needs to be done here. It is clear, I think, from the 
educators' perspective that testing must be associated closely with 
instruction and with the curriculum. But the more you associate it 
with instruction and curriculum, the more there is a worry if you 
do it on a national level because then you are driving a commonal- 
ity of what the curriculum should be. 

This is the reason why there are popular concepts now of trying 
to cluster individual examinations, having national standards with 
different exams a.ssociated with them. And it is why we have pro- 
posed in our testimony; we have proposed it to the Committees, the 
Senate and House sides. And, incidentally, I happen to be a 
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mpmber of the new Council on Standards and Testing by appoint- 
ment^ Senator Mitchell. We are there dealing -.vith the i^ues of 
V, hich type of assessment system should ^ave in this cou^^^^ 

T^et me conclude. Mr. Chairman and Members of the Committee, 
bvsavre that I hope what I have provided is a kind of historical 
context S which we now have to be making decisions about educa- 
Hon Thfl^t Dart of that historical context has to be a bottom-line 
context on nuK^^^^ at what proportion of total expend- 

?tnrp fnr elen^enterv and secondary education was coming from the 
FederS ctvS^^^^^^^^^ mid-1960's. it was in the ran^e of about 

7 At the end of the 1970's, it was up to 9.8. Today it is down 

*Tone^sLply projected out what the Federal ex^^^^^^^^^^ 
hp in 1990 if it was at the same proportion of \yhat it was oacK in 
m9 and 1980. mther than expenditures for elementen. and sec- 
iviv 1 which bv ths Department of Educations 

own^e^r^wrap^^^^^^^^ now be ex- 

SingT22.rbilK Just if we were on that same Proportion that 
S exoended in 1979-80. In fact, there has been a net drop in 
Xat hS been provided by the Federal level for elementary and 

'Xatgap' woSw be $5 billion. I cite that to you only u> indicate 
thit even ?f we were telking about an '^-^f^^^^YZl fut 
added resources for testing, which would total, it 'were luuy 
fundedfn the first year. prSbably $1.7 billion, you are two-fifths of 

'1 l7f^^a?f WelntrV^^^^^^^^ crunch of the budget and the prol. 
lemTthese immediate years. We believe ^^3^^^ noti in 
stiirt but we also have gone on record, as the Chairman noted, in 
support ofT dedicated tlx. We haven't tried to prescribe wlm^^^^ t 
s3d be That is not our area of expertise. But we will support t 
ns hard as we can And we think, just as you said, Mr. Chairman, it 
Tou can be^rsJastve that you have a program, a direction to b^^^ 
hinged to that kmd of tax. and you are Pers^^^J^e ^ ."^^^^^^ 
community and to the public that that is 

development of the capacity of our students for the ^Ist century 

international competition. I ^^^^^ it can ga I thi^^^ 

American people to support that. And that is exactly why we nave 

^Sjoi^Je^S^^^^^ to be here this morn- 

ing I will be pleased to respond to any questions. 

[The prepared statement of Mr. Ambach may be found at end of 
hearing.] 

The Chairman. Ms. Hamburg. 
^TATFMENT OF SANDRA KESSLER HAMBURG. VICE fRKSpENT 

AiJ£ Sector OFE^ studies; committee for 

ECONOMIC DEVELOPMENT 

Ms. Hamburg. Thank you. Mr. Chairman and Members of the 

^ Xm^^e is Sandra Kessler Hamburg, and I am Vice President 
and Dh-eSor of Education Studies for the Committee for Economic 
Develorment. a nonprofit and nonpartisan research and pohcy or- 
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ganization comprised of 250 of the Nation's top business leaders 
and educators, 

I am ple«\sed to have this opportunity today to testify on the Na- 
tion's education reform effort, end specifically on CED's recommen- 
dations in its recent report, ''The Unfinished Agenda: A New 
Vision for Child Development and Education,'' and its companion 
research paper, ''Business Impact on Education and Child Develop- 
ment Reform." I also welcome the invitation, Mr. Chairman, to 
comment on the new America 2000 education strategy. 

For 50 yea 8, CED has focused on those issues that most affect 
the long-term economic well-being of the Nation's citizens. Educa- 
tion is one of those long-term issues because we believe that the 
education of America's citizens has significant consequences for our 
Nation's productivity and competitiveness. For this reason, nearly 
10 years ago— well before the release of "A Nation at Risk"— CED's 
trustees embarked on what has become a series of landmark stud- 
ies on the role of business and education reform. 

The first two of these reports, "Investing in Our Children: Busi- 
ness and the Public Schools," and "Children in Need: Investment 
Strategies for the Educationally Disadvantaged," have had a maior 
impact on education reform, not the least of which has been the 
focus of the business community on education as an investment 
and not merely as an expense; an investment that has returns in 
terms of increased participation in the lob market, more taxpaying 
citizens, reduced crime, welfare, health, and other costs. This 
return on investment is the spark that has driven the business in- 
volvement *n education ever since. 

The recommendations in those early report have had a m^gor 
impact on education reform in the States and local communities. In 
"Investing in Our Children," recommendations on accountability, 
what to do with bankrupt schools, career development of teachers, 
market'-based school incentives, and school-based management have 
been incorporated into many education reform plans. Children in 
Need" has led to a virtual explosion of early intervention initia- 
tives in States and local communities. At the beginning of the 
1980's, only eight States funded preschool programs for poor chil- 
dren. By 1990, that number had grown to 3b. And last year at the 
national level. Head Start, which had been recommended for full 
funding in both "Investing in Our Children" and "Children in 
Need," received for the first time in its 25-year history full funding 
authorization, although the actual allocations have fallen far short 
of those full funding targets. 

Despite these successes, CED^s trustees recognize that the Na- 
tion's reform efforts were failing to generate the major, measurable 
improvements in student learning demanded by an ever more com- 
petitive global economy. Accordingly, CED's ftesearch and Policy 
Committee appointed a subcommittee of CED trustees, chaired by 
James J. Renier, Chairman and CEO of Honeywell, to look at this 
issue. The charge to this group was to examine the results of 
nearly 10 years of education reform, identify the barriers to 
change, and develop a comprehensive vision of education that will 
enable all children to succeed in school and in life. 

The report that resulted is "The Unfinished Agenda," and its 
central thesis is this: Unless much more is done to meet the health, 



ERIC 



12 



social, and developmental needs of all children, both before and 
wTife they are in school, the Nation's ambitious education goals 

"'Ihe'^jSIonl/^^^^ is clear: Dramatic social chanps have forced 
public schools to assume responsibilities for the welTare of children 
that BO well beyond their traditional educational mission. Jim 
RL*nie?°who earLr this year ^f^^^e^ s° t^!^^^^ 
Committee on the importance of the WIC P^°f ^^'^^ 
and development of poor children, learned firsthand ot the conse- 
aSencS of thr«)cial agenda from his experience ^ chairman of 
thr-luccess by 6'' program in Minneapolis. Mr. Renier has ob- 
's^^ed thTthTs'ociil pfoblems of «tuden— ^^^^^ 
violence in the streets, the di8integr£.iion of the fa™i^^^ 
whplminc the schools. As a result, teachers are forced to spena 
most of their tim^^^^^^ on academics, but dealing with the conse- 

^"SKlimaSi'fc many as 40 nercent of the Nation's ch^ 
(lien are at risk even before they reac^i the schoolhouse door The 
^eLons for this are many but they «tem\ncreasingly from the d^^^ 
turbine rise in the number of households headed by single par 
ents-moSy women and largely poor or near poor During the 
p^t 40 years, the number of babies born each yj^^ to unmarried 
mothers has increased by 600 percent, from 1 ^"25 to 1 in 4^ One^ 
third of these births are to t^ens. While many sm£e Parf ^^^^J^ 
provided supportive and nurturing homes for their children, t^^^^ 
ndHs are stacked against them. The William T. Grant toundation 
2sttmaLVtK 9 ou! of 10 families headed by young snigk^^^^^^ 
who are high school dropouts are living below the Poverty line. 

What this means for children is that more of them-25 percent 
of all children under the age of 6-are now living "i Poverty^ Chil- 
dren of color bear an ever greater share of this burden. In 
nearly half of all black and more than two of every five Latino 
children under the age of 6 lived in poverty. 

But it not only the poor who are fading in School. As it was 
pointed oSrearlier, when we look at indications of achievement 
across the board, our students, are not doing as well as those in 
comoetitor nations. The National Assessment for Educational 
PrZess es^^^^^^ that less than half of all students grad^/te from 
high school with the math, English, or science skills needed for jobs 

^^^^rfoTthL'^:™^ demanding curricu" 
standards. But even children who come from middle-class families 
Ire under greater social stress ^han they once were. More than half 
of ail women with children under the age of « are ;n the work^or^^^^ 
and only 8 percent of schoolaged children live in jamUies wnerp 
the father wVrks and the mother stays at home-what we think of 
as the t7ad7i^nal nuclei family^ A 3-year-old in ful -^^^^^ 
care, therefore, outside the home typically spends about halt ot his 
wak nc hours in the care of adults other than his parents. 

The trustees of CED believe that we can shift the social burden 
from teachers and help kids become better able to compete aca- 
demicallv. But it demands that we as a society must be willing to 
thSk differently about children's developmental and educational 
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First and foremost, the Nation needs to recognize that in a very 
real sense, education begins at birth and not when children eater 
school. Children are born to learn, and they must be healthy and 
well nurtured to do so properly. This means they need prenatal 
care, proper nutrition, preventive health care, and development 
learning experiences in the home and in both child care and pre- 
school settings. They also need good parenting, and our policies 
must recognize the primary importance of strengthening families. 

The problem confronting many families and their children is not 
necessarily the lack of available help, although key programs like 
WIC and Head Start still only reach a minority of the families that 
need them. So ofte?i these and other services are scattered through- 
out the community and are not accessible. What CED calls for is a 
reorganization of how these programs are administered and deliv- 
ered so that they can be available at a single site in the community 
or at a school building. 

CED has spent some time looking into the Federal role in dealing 
with this problem. Included is a call for additional resources for 
strategic intervention progrsuns that we know work, such as prena- 
tal care, Head Start, WIC, and immunizations for children. But 
there are also two other arem in which we believe it is essential 
for the Federal Government to become involved and to be more in- 
volved than they currently are. One of those is coordinating pro- 
grams for children and youth, and the other is in education re- 
search and development, which is a traditional Federal role. 

The Federal Government needs to assess its own stock of chil- 
dren's programs, both in terms of their effectiveness and the effi- 
ciency in which they are delivered. We currently have children's 
programs scattered all over the Government. We have educational 
support programs in one department and child development in an- 
other. Head Start is in one agency of HHS, and child care for de- 
pendent mothers is in another. We have nutrition programs in ag- 
riculture, but AFDC is in HHS. Each of these has separate authori- 
zation, appropriation, and bureaucracy. The result is that by the 
time the programs reach the State level, they multiply consider- 
ably. Until recently, California had 160 programs for children and 
youth overseen by 37 different agencies in seven different depart- 
ments. In recent months, California has taken steps to mend this 
situation bv creating a Bureau of Children in the Governor's office. 
But overall we have little way of knowing whether these progrrmis 
are really reaching their constituents or having the effect that they 
are intended to have. We also are not sure how the totcility of these 
programs is affecting the ability of students to succeed in school. 

An encournging development last week was the appointment of a 
new working group in the Department of Health and Human Serv- 
ices, cochaired by Jim Renier, that will look at ways to coordinate 
efforts throughout Federal and State governments to ensure school 
readiness. 

Now, the discussion of the Federal role in education leads me to 
a consideratio 1 of the President's AiTieii'^a 2000 education strate- 
gies. On the whole, CED is very aupportive of the 3Cope and intent 
of <\miTica 2000. The Presidert, in articulating his vision, has 
placed education at the top of v^he national agenda, where it be- 
longs. Many of the key initiative^ to increase accountability, im- 




14 



prove assessment, encourage more flexible use o^f^era resources^ 
bolster the skills of teachers and principals, and identify employ 
ability skills reflect positions CED has consistently taken 'n all 
three of its education studies, beginn mg with "Investing m Our 
Children " The specifics of these positions are described in the at- 
S^i^d comiarVo'n between American 2000 and the CED education 
program. I direct your attention there for the details. However, 
thefe are two key points on which we have concerns, and I would 

%e firTi^^h?^^^^^ of the Federal Government in supporting, 
educational R&D. CED has consistently recommended a vigorous 
Federal effort in this area and views this as one of the Jcey «reas 
for increased Federal investment in education Our concern with 
the aspect of Federal R&D in the America 2000 program, however 
Ues with the reliance on private sector contributions to sup^r^^^^^ 
new development effort to create a cadre of ne\y American schools. 
SlJp^rattns are already contributing f tenswe\to in^^^^^^^^^ 
education and child development projects at the State and local 
level But gTven the state of the economy and the pressures busi- 
nei leader? mTght feel to contribute to the new development cor^ 
ration, current corporate donations to promismg initiatives may be 
diverted or cut back. This could send a discouraging message to 
those who have been working on the innovative aPPtoarhns that 
could become the new American schools across the board. We 
SfoVe would urge the development effort to fntjfy and nur- 
ture the many excellent programs and aPPio»c^<^s,.^*'^p^„ft 
exM and which work, such as the Comer process, the Pjfk East 
Secondary School in east Harlem, and the Albuquerque New Fu- 
tures School for teen mothers and their children. 

A second area of concern is with tYi private school choice plan 
proposS by America 200a. CED ha. .ong supported ?ho)ce among 
Dublic sch(X)l8. We believe public school choice can inject a healthy 
& com^tmon into education.. But CED's trustees do no^ be^ 
lieve that choice, by itself, will drive educational change. As we 
'l^'nt out in "The Unfinished Agenda.'' public ^choo ^oice s^^^^^^^^^ 
be applied where it is part of an overall program to restructu^re the 
schobls, where there is adequate accountabiT.ty, and where the spe 
cial needs of disadvantaged students are taken nto ^^'^"f^^ '^Z 
firmly believe thai the very first obligation of joc^^jy « to f m^^^^^^ 
tee every child access to quality education, and not just the lucky 
fcw wh7happen to live in the right neighborhood or who have par- 
enta who can work the system. It is precisely these ni««t v" nera^^ 
chilaren who would be left in the worst performing schools in a pn- 

""fCe^iXT^^^^^^ that we don't really know how such a 
sy iem might work and effect the overall quality of education 
since^here really are no good examples of where private school 
ruchcrs have be'en tried extensively and for a long enough ^riod 
of time. In a recent op-ed article in the New York Times. CEUs 
chairman. Brad Butler, the former chairman of P/f ter & UamDle, 
suggeTted that if the Administration is determined to "^troduce P"- 
vatf^hool choice, it should be done as a carefully controlled ex- 
periment As Mr. Butler says: "The Nation should not be rushmg 
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headlong down the path of private school vouchers until we know 
how the system might work in practice/* 

I would like to close with some observations from the research 
report ^'Business Impact on Education and Child Development 
Reform/' This analytical effort was commissioned by CED as back- 
ground for **The Unfinished Agenda'' and was authorized by Mike 
Timpane, President of Columbia Teachers College, and his col- 
league, Laurie Miller McNeill. 

In their analysis of nearly a decade of education reform, Mr. 
Timpane and Miller McNeill conclude that we indeed have a long 
way to go to achieve the results in education our Nation needs. 
However, the trends in reform that they see, particularly the 
emerging understanding of the broad needs of children, lead them 
to be cautiously optimistic. They believe we are on the right track 
and that many of the education initiatives currently being imple- 
mented at the State and local level are symbolic of a new commit- 
ment to the development of all human resources in this Nation. 
They give considerable credit to the business community for driv- 
ing this new agenda and note that in many, if not most. States the 
new reforms would not have passed without business support. 

At CED we believe we must continue to harness that energy to 
complete this most critical task. And that, Mr. Chairman, is our 
Nation's pledge to educate all children to their fullest capacity. If 
we fail in this effort, nothing less than our future as a free and 
democratic Nation will be at stake. Thank you. 

[The prepared statement of Ms. Hamburg may be found at end of 
hearing.] 

Mr. KiLDEE [presiding]. Thank you, Ms. Hamburg, for your very 
fine testimony. 

Just a comment before we start some questions here. I think the 
last time that we had both the Congress and the Administration 
agreeing to this degree on the importance of education was prob- 
ably back in 1965 when the Elementary and Secondary Education 
Act was enacted. I think this is a golden opportunity for us. We 
have business, we have the Administration and the Congress really 
in a mode where they want to act. I think to miss this opportunity 
would really be a real tragedy. 

We have to find dollars for this. Very often we hear you can't 
solve educational problems by throwing dollars at them. We didn't 
hear that quite so much when we built up the Pentagon, you know, 
for 10 or 12 years, but generally we single out education as the one 
where you can't throw dollars at it. Well, I think we do need some 
greater financial commitment to education, plus some restructur- 
ing in education itself. 

Mr. Ambach, you mentioned the tax, a dedicated Federal educa- 
tion tax. How would you envision that would work, and what kind 
of money are we talking about? 

Mr. Ambach. Mr. Chairman, we have provided m the backup 
piece to Attachment 4 a spread sheet which would indicate the ap- 
proximate amounts. We did that by way of estimating not each 
year, but estimating out to a target, perhaps 4 years from this 
point, at which time in order to meet projected needs to provide for 
full services in each of the existent Federal programs, such as Edu- 
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cation of All Handicapped Act, Chapter I, Pell grants, it was our 
SeStill™ need-if you EtSbSn 
to-an expansion that would exceed about $40 billion^ 

Now there would have to be a buildout to that, obviously, ana 
we pJ^VidS that for illustrative purposes to show what the target 
wou^T We did not, Mr. Chairman prescribe exactly w^^^^^ 
nnahf to be used whether it ought to be a corporate tax, wnetner ii 
oulh't to t al^ymlf S^, whetLr it ought to be some Pn,v^sion on 
income That is not our area of expertise. That ought to oeaeier 
S5 by Ways and Means, by Budget by Members of the Con- 
™rr^But we have given you an order of magnitude through which 

^*Mr"KS^EE%hat would guarantee that we would not use that 
pvtrn tax to relieve the burden on the general fund, which has hap- 
in the dS I am i^ by this idea of getting some extra 

for IdSion mat would ^arantee that we wouldn't use 
?hl^like the highway fund where we just don't spend it all, and 
fVion iisp that to make the deficit look smaller r , j. i.- 

AMsfcH^ Wen! the concept, Mr, Ch^^^^ V^^^^^^^^^^ 
here would mean that any revenues raised under this dedica^^^^ 
would have to be committed to a specified set of education pro 
gram, and once again, we have indicated those 
It is our judgment that the Congress should not lock those edJca 

& KavTaatnM ^^^^^ 

cfltpH tax which would provide, in effect, the growth >ou 
would need foJ purposes o? assuring ^"11?™^;^ 

Your question is extraordinarily important ^ respect to trj in^ 
to put irl the right hedges, if you would, to «X nroblem tha any 

Tut a° W^wt;^^^ puTan^y kind an ea--^^^^^^^ 
for education funding. There is always danger you wm^ 
substitution effect. You will simply drop it off ^^'^^^ P„^',;,esh- 
Now. one way of assuring that is of ^^^se, to build in a^hresh 
nld level of expenditures that would be drawn trom other r'-V^iH^ '. 
wltever ye\?the new tax would ^ft ^^^^^^^^^ TouW 
rpniiirp that all of the ne^v revenues from the dedicatea iax wuuiu 
be'added on C of that threshold. \ou 'ou d furthor^^^^^^^^ 
a kind of an escalator on that 'h>»shold rela ed to tod of a 

8cKl fund Treally dWn't probabfy add anythh.g to education be- 
fa^iS we just Ihon took less from the general fund where the lot- 
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tery money used to go, and we didn't really pay too much attention 
to that. 

I would like to see it structured some way where, if we do have 
an additional tax, it would not be offset some way and that we 
could get some guarantees because boili the Budget Committee and 
the Appropriations Committee can be very, very creative when it 
comes to a real fiscal crunch. We want to make sure that any extra 
money that was raised for the purpose of education really did en- 
hance education. I would look forward to working with you. 

Mr. Ambach. We would be very pleased to do that, Mr. Chair- 
man. You cite an experience from Michigan. There are experiences 
from many of the States with respect to trying to build in dedicat- 
ed taxes together with general funds. I think that we can provide 
some examples from them. But, of course, they have all got to be 
brought into the Federal context. 

We agree with you that if there is such a dedicated tax concept 
sold to the American public, then it has to be accompanied with an 
assurance that this is certainly going to be used for education pur- 
poses and not used to offset what would be other adjustments. 

Mr. KiLDEE. Maybe something like we do with the State pro- 
grams. We require a maintenance of effort. 

Mr. Ambach. Well, that is why I suggested. If you start out, you 
see, by putting in a threshold level on the basis of what is current- 
ly being funded and then indicate that the additional taxes have 
got to be used for expenditures on top of that, at least you build in 
that floor. And you can also put an escalator factor on that so that 
you don't lose ground over time from that threshold level. I do be- 
lieve that there are ways to do this, 

Mr. KiLDEE. I am sure there are ways. 

Mr. Ambach. Whether there is the will and whether it makes 
good sense to use the focus of taxing associated with education ini- 
tiatives as a part of the overall Federal funding strategy; we think 
it makes sense 

Mr. KiLDEE. And I think there is a way. We have to just make 
sure the way is safe enough where it escapes the creativity of what 
takes place even in the 602(b) allocations right in the Appropria- 
tions Committee. There is a great deal of creativity that takes 
place there. 

Mr. Ambach. Incidentally, Mr. Chairman, in our recommenda- 
tion, in contrast with some of the proposals that have been in on 
the children's trust concept, we would not alter the authorities of 
Appropriations Committees to make determinations in terms of rel- 
ative call on the funds for particular programs. I think that is a 
very important characteristic. Nor would we alter what authoriza- 
tion Committees have in terms of their powers to make decisions 
on which programs ought to be authorized at various levels. 

Again, I think that is a very, very critical part of this. Our at- 
tempt is to try to find the revenue stream and then built it on to 
the decisions that the authorizing and the appropriating Commit- 
tees would make. 

Mr. KiLDEE. Ms. 1 Hamburg, the CED has a great reputation on 
the Hill and we appreciate all the work that has been done, the 
publications and the impetus. Your publications are usually found 
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on the desk of most of the people who are involved in trying to im- 
prove education in tliis country. . • j- 4.i,«4. «,o 

The Committee for Economic Develonment ^"^^^5^8 ^^^^ w^ 
should be responsible for the health, education, and social well- 
£g of thoTchildren who come into the classroom You know 
S are direct educational problems that a student has and then 
there are societal problems. But the person is the same person. 

VerrofteTwe have to ask, What's t^e educational pathology and 
what IS the societal pathology and how do we address that.' 

I reallv like your recommendations. Again, how should we fund 
in a riven s^h^^l where we take care of both the educational, 
healthrand social problems of that child? How should we fund 

^^'ms. Hamburg. We grappled with the issue of o^ce^and 

g«^irparbecaii^ ^^^e^&hM S 



ing has to come irom unec umcicnu .v^v.^,. - 
the funding for educational programs comes from State and local 

?ach community and each State has different needs that 
thev havT toTapple with. The Federal Government's share is a 
smill ^rSge of that. Where we saw the need to incre^e 
revenues wJs in the area of early prevention, so .that we can hope- 
fuUv down the road, prevent some of those social problems from 
cominglnto thl classroom in the first place. So we can get children 
wCK kindergarten or first grade off on equal footing with one 

^Tn^our discussions of the need to increase revenues where extra 
oroerams were ^^^^ added or broadened, the trustees did discuss 
fST of a dedTcated tax. They didn't discuss it ^Pe^t^^f ^ <f 
Federal level because we were looking at all three levels. The c-n- 

dusion and the consensus of the g-O^P-^^^f^.^^.n /^on^^^^^ 
some sentiment for recommending that revenues that a con^^^^^^ 
be built around revenues being raised specifically for these prc> 
ff?amfl at whatever level-the consensus that emerged from the 
S'cSmStee'wai that a dedicated tax could XV" DU?JSs^s"or 
just as you suggested with their being utilized for other purposes or 
their becoming inflexible if tied to only certain programs^ 

And so the recommendation, therefore, became to look at eacn 
situation in each community and State; «nd at the Federal l^^^^^ 

those strategic Federal programs, ^ "^f ^ Vi^^^^ 
nizations, and child care support. And to first try to f "d the reve^ 
nnpo hv rpallocatine from other sources because there is a blanket 
to JeduS the FedSal budget deficit and to get a handle on 
r fi^arptbVml And that sh'ould be the first priority should be 

''^But' the? were not against recommending to find ways to in- 
crease ov^all revenues, if a political consensus could be found for 

^^Mr KiLDEE. In Flint, MI, we have. *hree schools, Gundry, 
Holmes and Northwestern and they are in an area where there is 
a a)Stratirof not onlv educational problems, but some societa 
pr^bS-sZe^h^ . drugs, crime, some dysfunctional 

families. 
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And what is happening there — and this is something we hope we 
can replicate elsewhere in Flint— we have taken quite a bit from 
your reports here, from the CED, and are trying to bring into these 
three schools the various social, educational, and health facilities, 
getting money from one of the foundations that support you—the 
Robert Wood Johnson Foundation— and we got some Federal dol- 
lars. 

Hopefully we are going to see how that can help not only the 
children in that school, but help that area of town by having the 
community school reach into the community and having the com- 
munity come into the schools. So we are grateful to CED for some 
of their advice on this and we are trying to implement that in a 
pilot study in Flint, ML 

Let me ask both of you a general question. The President recent- 
ly said weVe increased overall spending for education 33 percent, 
and yet, the SAT scores are dropping. 

We had people from Sandia Laboratories, who really have looked 
at this and they say that the facts behind the figures are quite dif- 
ferent from that. They have indicated that when you look at those 
people who are taking the SATs in 1970, and take a comparable 
group who are taking the SATs in 1991, that there is no drop at all. 
But because we are— and I think for very good reasons — encourag- 
ing more people to go on to college, more and more are taking the 
SATs. And those who formerly were not taking them, are taking it 
and that does bring down the SAT, but doesn t give you the facts 
behind that. 

Could you comment on that? Do you think there has been any 
drop in the SATs among those who were taking it, that group of 
students taking it in 1970 and those who are taking it now? Mr. 
Ambach, do you want to tackle that first? 

Mr. Ambach. Well, I will certainly try, Mr. Chairman, The at- 
tempt to use SAT or ACT scores as an indicator of overall progress 
of American education is not a wise attempt. The SAT scores have 
been built into the wall charts and they have been used as indica- 
tors of education progress in the States and the localities primarily 
because they were the only thing available. 

If you talk with folks in the Department of Education when they 
first put the wall chart together, they had no other indicators of 
achievement level from one State to the next. So in attempting to 
construct the wall charts State-by-State they went with what they 
had and they started using SATs and ACTs. 

We opposed that from the outset. And we opposed it precisely for 
the reason that you are now getting at, Mr. Chairman. The per- 
centage of youngsters who take the SATs or the ACTs in the differ- 
ent States is varied. In some States there will be 70 percent of the 
seniors who take the SAT or ACT. In other States, it may be 25 
percent. 

When one is trying to matc^h up the average score from 75 per- 
cent of the youngsters taking the test, against another State with 
20 percent, it is grossly inaccurate use of that statistic, 

Now, that is a backdrop on the limitations of it. Remember the 
SAT, of course, is taken only by those who want to take it, and it 
has never been considered to be a sampling type of test that meas- 
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ures overall progress. And you can get some very, very important 

'Tt mfgive^iu a. example from New York State. In New York 
State there were regent scholarships which were formerly awarded 
o^the Ss of a sepa^^ scholarship examination, designed specif 
kallv for tLt pu^^^^^^^ Up until a i^riod of time when the legisla- 
ture cut out the n^^^^^ for the schSarship on a cost-cuttmg basis, 
and then said, now, use the SATs and ACT scores for his purpose 
Sntil that time about 50 percent of the high school semors used the 

^^^'soon as you started having a scholarship awarded on the basis 
ofVn SAT they jumped in number taking it to pretty close to 70 
Percent Now thiy weren't taking the SAT as its purpose was in- 
teS--that is admission to college-they were taking it simply 
^aSe that was the only thing you could take to get a scholarship 



^'^The average score in the State in 1 year dropped perhaps 15 to 
20 ^,1ntl Now, someone would say, the bottom fell out, in terms of 
nerfbrmance l^els of the State system. No such case. It was the 
fectS you had increased very rapidly, for this reason of takmg 
this for a scholarship, the use of that instrument 

I think what you found in tl study, and they have looked ^^^^ 
verv closelv is that there has been a strong impact in the depres- 
Sof scores aio^iated with the increase in proportion of students 

"'4e™"ay^^^^^^ bands. You can look at the 

top 10 Pcent. 20 percent, 30 percent and get a m^^h^^^^^^^ th^ 
fact of the matter is that overall, there has been a slide. There has 
^n a decrease on the SATs, but it is not f arly as profo^^^^^^^^ 
has been stated. And I repeat what I said at ^^l''^^l'J^^^Xla?l 
a good instrument to use for purposes of trying to/e^'™^"^„^*'^^^ 
the quality of the overall system. This is one of the re^ons why 
NAEP is so important, so that we have got another ^jf rument 
wWch is genuindy a sampling of students, in States or the Nation 
on various subject areas. And you are testing everybody or you are 

sampling everybody in that case. „„„„^o thp ton 20 ner- 

Mr KiLDEE. Has there been a slide, say-assume the top Per 
cent of each graduating class back in 1970 taking the SAT test or 
ACT test and the top 20 percent of each graduating class today, 
fh^ woulHave^indkated that there is really a fairly constant 

"^.TmSLh. mJ. Chairman, I would have to ask the P^^^^^^^ of 

eoinc back and taking another specific look at that data. 

^ M?. k!S>ee. I would want to Myself, I was just asking for a kmd 

ur^AuBKCH. I have not looked at it up late and I would be 
plel^ed to do that for you. You made the point that thj^nfom^^^ 
tion is connected up with spending, w%often hear tha^ 
i«rr Kao inprPflsed bv 33 percent from 1980 to 1991). inats correct. 
uSfo^Turt^rwhaTm^^ don't add to that is^^^^^^ 

between 1970 and 1980 went down about 33 percent. So in ^^^^^^ 
what happened is that if you look from 1970 to 1990 and look in 
real dollars we are about in the same place. 
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So it is nice to see the last decade as going up, and indeed, one 
has to commend the localities and the States for tremendous efforts 
that aie being put in to increasing the system, but you really have 
to look at it over a 20-year span. And there the chart goes like this. 

Mr. KiLDEE. And much of the increase has been for special edu- 
cation, not for general education. When you count all the dollars, 
we have concentrated mere on the needs for special education 
v/here we do find increases. 

Mr. Ambach. That's correct, Mr. Chairman. And that, of course, 
has been, in large part, an initiative that has been pushed through 
the Federal Government, an extraordinarily important initiative to 
provide for equity and to provide for opportunity. 

Mr. K*LDEE. I like the fact that more are going on to college. 
That can hav:) the effect of reaching down further in that high 
school graduating class for those taking the SATs. I think that's a 
very good thing. But it can affect the scores. I like the fact that we 
are putting money into special education but we have to look at 
reaUy what have we done for general education. 

And so I think we do make some social choices here, but we 
should look at the facts behind the figures. Very often I tell the 
story that one time in Royal Oak, MI, that the merchants became 
very, very panicky because they discovered that the parking meter 
receipts were showing that people were not coming downtown any 
more. So they completely redid the downtown, spent a lot of 
money. And still parking meter receipts were going down further. 
They spent some more money to try and figure why weren't people 
coming downtown? And they found out that the person who w^^ 
opening the parking meters was stealing the money. 

So we have to look at the facts behind the figures, some times, 
and get them straight. There are some facts behind the figures that 
are ^oc facts here. I think the fact that we are spending more for 
special education; the fact that more are going on to college, I 
think these are good things, but I think we have to have the facts 
behind the figures. 

Mr. Ambach. Excuse me, Mr. Chairman, just one more point in 
this context. If the target figure is 90-percent graduation rate, and 
if you put in toto those youngsters who are either economically dis- 
advantaged, or happen to have a disabling condition — and we are 
talking about 28 to 30 percent of the youngsters when you put the 
two categories together— it has to be perfectly clear to all of us 
that a large portion of those youngsters who are economically dis- 
advantaged or disabled must be provided the special assistance in 
order to get to a nationwide 90 percent completion rate. 

You to have better than two-thirds, 75 or 70 percent of the 
youngsters who are economically disadvantaged and who are dis- 
abled actually graduating in order to be able to get anywhere near 
a 90 percent total population. I think that's the important thrust 
by way of using these new national goals to make it clear as to 
what this country has got to do by way of assuring that the young- 
sters who need the help most are going to get it in order to make 
sure that our national goals are achieved. 

Ms. Hamburg. I would just add that I think Mr. Ambach's analy- 
sis is absolutely on the money, with respect to using SAT scores as 
an indicator of anything they really are inaccurate. We have never 
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relied on them for our analysis of the problem. And that's one of 

not only just before they are ready to graduate mgnscnooi, 

T»hlTAdrf»^^^ right again. Much of the 

in^elL^ta'tLT^riifyears^^U 

er's salaries that came about as the «sult ™ the iirat wave oi«^^^^ 

S£"s.A±Xt2tK^trhSffl^^^ 

X^foHhey ~uld ever get to the academic program. So, 1 
think this is where the money has been going. 

Mr K.S.EE I want to thank both of you f»V>'r;J1.7 
mony. It has been very, very helpM «?,|»y«lf' ^* ™ sSa?J 

make a difference in education in this country. 
Thank you, very much. 
Ms. Hamburg. Thank you, very much. 

D^±{Sienr oftSS: Dr. Sande,. ta, ^elTomS 
"'feK rn^'tJlSr- K«"and you 
may begin your testimony. 

SECRETARY FOR THE OFFICE OF EDUCATIONAL RESEARCH 

AND IMPROVEMENT 

Mr. Sanders. Thank you, Mr. Chairman. 

It's a Dleasure to be with you this morning and talk about these 
Educational R^^^^^^ I" ^^^^i^^ ^« ^^'^"^ 
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Assistant Secretary and also serving as a special advisor to the Sec- 
retary on Policy and working particularly on the America 2000 
strategy. 

I do have formal testimony, Mr. Chairman, but if it meets with 
your pleasure I would like to just summarize it this morning and 
submit it formally for the record. 

Mr. KiLDEE. Certainly, that will be appreciated and your full tes- 
timony will be made a part of the record, and you may summarize 
as you desire. 

Mr. Sanders. Thank you, Mr. Chairman. 

I would like to specifically highlight in my summarization two 
things if I might, after making kind of a general statement about 
the proposed 1992 budget for the Department of Education. 

As you know, the President's requesting Some $29.6 billion. This 
is the largei;t Federal budget ever for education. It includes an in- 
crease of roughly $2.5 billion over our 1991 appropriation. And that 
$29.6 billion represents about 6 percent of our Nation's total ex- 
penditure for education. That total expenditure being just under 
$400 billion today. 

Our budget, as we bring it to you focuses on the Administration's 
highest priorities— the first being providing assistance to dii^advan- 
taged, to those with disabilities, as well as to needy college stu- 
dents, and supporting also a variety of reform and improvement ac- 
tivities. 

In general, we have two specific areas that I would like to share 
with you, just a bit, this morning. They are important priorities to 
the Secretary and to the President. The first of those is the Amer- 
ica 2000 strategy, and particularly that part of it which is included 
in legislation and our request for the America 2000 Educational 
Excellence Act, as it is reflected in this budget request. 

The second is to talk with you a bit about our thrust in the Reau- 
thorization for Higher Education Act. 

So, if I might, and I feel like I may be even a little bit more brief 
in my summarization because I know you, Mr. Chairman, are very, 
very familiar with the America 2000 strategy, but perhaps there 
arc others who are not quite as familiar. 

As you well know, the President's America 2000 is a strategy and 
not a program. It is a means for this country to move itself to ad- 
dress education needs across the country, a community-by-commu- 
nity effort. The strategy breaks into four major component parts 
As the Secretary likes to call them, tracks. The first of those deals 
with the current group of students who are in our schools and for 
them better and more accountable schools. 

The strategy also looks at tomorrow's students and for them the 
strategy envisions a new generation of American schools. For the 
rest of us, those who are yesterday's students and in today's work 
force, changing us from a Nation at risk to a Natioi students. 

Then the fourth track recognizing that for the typicai 18-year-old 
today, only 9 percent of his or her time has been spent in the class- 
room, inside tne school, if you please, and 91 percent of their lives 
have been outside the school. And this particular track recognizes 
that if we are going to cope with the current challenges that face 
us we must look beyond just the school and the classroom to do so. 
Because there are other conditions that affect the learning and the 
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achievement of our children. In this track we want to create com- 
munities where learning can, indeed, happen. „ ^^tf.n 

i« ti>o fiiHit track the President envisions a number ot speciiic 

of a set of vduntary national tests that we refer to as the Amen- 

'^He^aS'enTioJstew means for recognizing and rewarding stu- 
H«nt« who as well as schools who achieve, teachere who 

Svf He airenvTsions a'Sew kind of reporting l^the Nation 
moreTm^rtantly to communities and to parents about the per- 

nSsToifk^tp'^^bTt the conversation with the last witnesses 
anVSowlhat you, apparently in your earlier discussion focused 
fn on th^m^rLnce this pai^cular area, and our need to do it 

"lie strategy therefore, also recognizes the need for some 
chlnges in^^ national a'ssessment of education^ pro^^^^^^^ 
would help to support this vision becoming a reality. This track one 
rCenviKs neTchoices and incentives for choice for opening the 
numb^rsTf alternatives that parents ?"d^^^V^«^h^v'wouKs; 
ing their learning needs to the type of school that they would best 

'""Thpitrategy in this track, also recognizes that if we are going to 
have the dra^atk effect that is required, as we "^^e toward this 
Sew century^^hat it is going to be necessary for us to focus cons^^^^^ 
erTble attention on both the Pff P^ra^on and the u^g^^^^^^^^ 

academies in each of the five core learning areas, as well as one 
?hat would promote erowth amone our school leadership^ 

This and many other specific elements, J^f- Cha^'^man, make 
the flrsrof the four trackVand how we would deal with the needs 
nf the current set of students that are in our schools. 
"^The second Sck, again, dealing with tomorrow^ stud.n^ an^ 
this vision of the need to create t^is "ew generation of Amencan 
schools, the strategy recognizes that even the ^est of our schw^^^^^^ 
America must improve if we are going to ."^fet the challenges 
facing us a Nation in the next century. And if the very best must 

Sove, then others must even improve more dramatical y. 

Terl? the President has called upon the private sector to help us 

ro«^re^^£« 

^ssiitrsitn^^^^^^^^ 

^^^Hp'envisions a very creative coHaboration between corporations 
we can create these break-the-moid schools for the next century. 
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The New American Schools Development Corp., which is to raise 
money in support of this effort has been created and is well under- 
way today, as we appear before you, Mr. Chairman. 

Combined with this is this vision about what we must do to 
create this new generation of schools and it would envision at least 
535 communities out there who would become America 2000 com- 
munities and who would directly support the startup of the first set 
of these new American schools. 

The third track, Mr. Chairman, the one that deals with you and 
with me, recognizes very, very clearly that what we are talking 
about for the next century is really an issue in productivity and 
that if we are going to improve the productivity in the early years 
of the next century, we are going to have to do more than just 
effect what is goine on in our educational institutions. Because 
only 15 percent of the beginning work force of the next century is 
in our schools today. And 85 percent of us that will make up that 
work force in the year 2000 are already in it. 

Many of us are illiterate and underskilled for the positions either 
we aspire to or that we currently hold, and this particular part of 
the strategy envisions raising the literacv levels, as well as seeing 
each of us with the opportunity to go back to school to improve our 
own knowledge and skills for living and working in the next centu- 
ry America. 

The fourth track deals with the communities and provides specif- 
ically for an Initiative that would create these America 2000 com- 
munities. America 2000 community is really a simple but a power- 
ful idea. An America 2000 community is one that, in ite own way, 
recognizes the importance of and adopts the national goals for 



Second, it is a community that commits itself to creating a strat- 
egy whereby the community will move itself toward the attainment 
of those goals. And third, it is a community that is willing to be 
held accountable not to the bureaucracy in Washington, or at a 
State level, but to the larger community, the community in which 
it will exist. It is willing to appropriately measure and to rei>ort its 
progress toward the attainment of the goals. And, fourth, it is will- 
mg to, and agrees to create and support one of these new American 
schools. 

Most of the strategy, Mr. Chairman, is not the kind of strategy 
that would be includfed in a typical bill that we would present to 
Congress. But there are parts of the strategy that do require the 
attention of Congress because they either specifically reauire au- 
thorization, and oftentimes the commitment and expenditure of 
money. You will see that reflected in our 1992 budget request. You 
will notice that we have requested $180 million that would provide 
the seed money for the first wave of these new American schools. 

We have asked for $100 million to support a merit schools pro* 
gram that would actually recognize and reward elementery and 
secondary schools that have demonstrated progress across a 3-year 
period in increasing the numbers of its studente who achieve com- 
petence in those core academic areas. And we have also asked for 
$92.5 million to support the Governor's academies in the five core 
areas and the academy for school leaders. We have also requested 
some $25 million, Mr. Chairman, to support State's initiatives in 
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looking at and adopting policies that ^yould provide for the alterna- 

ft ^^^rtl To^^hThat the State or that the localauth^- 

dShose that experiment with Prog^'"^ ^^^^/^^'l' al^^^^^^ 

h^^^^"'^ZlSr^ authority that would ^^^^^ 

areas beginning in 1994. . .. ^ jstaep tests for pur- 

We also are seeking the author^S TheT 

'"-IS" f we spent weU a 1^^^ 

ing very, very'carefulW at the key PoUcy " . 
proposal that we would ''""S to you. The bud^t pa^^^^^ 
nects the same thr« ttem^ that are » our jr^ J^e a<«ss tat 
Kt d™alant%edt oir"U„ts have to postse«„ dary edu- 

:?£s?\^ot rdei w»g5SS 

ence Scholars Program. j. ^ to the 

o?=^'SStSM 

lipa with incomes of less than $zu,uuu. lu uu tnwi'j .1 „ \nmm^ 
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side of this recognizing academic achievement, also reognizing 
that one ought to meet some kind of a minimum criteria to contin- 
ue to receive tBd\ award. 

I will stop there, Mr. Chairman, and Ms. Christensen, Mr. 
Manno, and I would be happy to respond to any questions that you 
might have. Thank you. 

[The prepared statement of Mr. Sanders may be found at end of 
hearing.] 

Mr. KiLDEE. Thank you, very much^ Mr. Sanders. 

I will scatter a few questions here ^r^t. The Chapter I situation 
continues to baflle me, what the Administration really would wind 
up with if you allowed a student to exit a school and go to another 
school and pull with them, whatever o: however certain dollars are 
.signed to them, to the other school 

\^at bothers me is that we distribute that money basictaiy on 
poverty, but we use it for the children in the school who are educa- 
tionally deprived. Now, very often the school fiudfi they have just 
enough Chapter I dollars, for example, that they can do this and do 
that, and maybe get a reading specialist. And that reading special- 
ist, of course, is very key in that school. 

But if enough students exit that school and in some fashion, pull 
those dollars with them, the school they are leaving may be losing 
dollars that they need for the reading specialist and you are leav- 
ing behind then a Chapter I program that is less than effective. 
How would you avoid that? 

Mr. Sanders. Well, Mr. Chairman, I don't know that one can 
construct a program that would assure that -the situation that you 
create here would be necessarily avoided. The intent of the policy 
that we have is that we recognize State and local policies for choice 
where they are created. 

And to recognize, yes, in the program, we target schools on the 
basis of poverty but we do identify within those, the children who 
are most educationally disadvantayged. And our desire is regardless 
of whether that particular child is in that or another school, the 
child deserves and needs, even yet, that service. And, therefore, we 
would expect the service to follow that child. That it would not 
present problems that we would have to overcome, I would not sug- 
gest that, but the realities are that the child still needs the service 
and the service ought to follow the child. 

We are looking at this based on the child's need by virtue of the 
fact that they are educationally disadvantaged and otherwise enti- 
tled to the service. 

Mr. KiLDEE. Let's broaden that out a bit. I still feel there can be 
a problem in the school in which they may exit, because there 
would be a loss of dollars in that school if the parents perceive that 
school to be less than effective, if they leave school A to go to 
school B. We would still have the problems in school A with less 
dollars, because the dollars in some way will follow that child as 
they go to school B. I still worry about that. 

Then I worry about, in general, children going from one school to 
another i ad leaving again, not just Chapter I, but leaving school A 
to go to school B. What do we do with the students back at school 
A who may be the students most at risk? 
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Mr. Sanders. Well, they may or may not be the students most at 

"Mr. KiLDEE. I will tell why I think they might be, Mr. Sanders 
and this is very practical. I taught school for 10 years and I taught 
at an innercity school. Very often those who might make the 
choice to leave-and it is usually a parental choice, not a student 
choice-come from a family that is a little more stable and they 
will make that choice, and a little bit more interested in educa^ 
and they will make that choice. And the family that is more r'vs. 
functional is less likely to make the choice. 4..„^„,«« 

It would seem to me that you are going to have a greater conu:^- 
tration of educational problems back at that school A, where vne 
parents are not exercising that choice. Because we do havs^^ 
know, in certain areas of our country, some real dysfunctiona) fwti- 
ilies, or those that are not functioning as well as they cou '^se 
that are functioning better are the ones most likely to n.c- .le 
choice to go to school B and leave school A. , . r 4.1 ,.,u« 

I think we leave a greater concentration back at A of those who 

^^m. SANDER?lXnk, Mr. Chairman, we might also see vith this 
kind of a measure that if the school, itself, does not address maybe 
Se problems in the school that prompted the parent to beheve tKat 
they could get a better education at some other school, to reflect 
and to adapt their own program if they have a significant exit ot 
Students, that it is very, very likely that the local board will, 
indeed, focus its attention there. p 

I remember a conversation a couple of years ago.w^t^foj'^^^i^rf 
kin, who was then the superintendent m Milwaukee, that one ot 
the things that their choice program there-and I am not talking 
about the current program and the movement to private schools, 
bS? their program that existed before that-provided a very very 
good indicatoF of where they needed to be focusing their attention 

^°sS'?rmaTvery well be that the students who are left behind 
might well see significant improvement in the school, because an 
exwlus of students would focus attention on the school and bring 

*™Mn KiLDEE. Where would the money come from for the improv^ 
tnents thev are going to be losing money. As Chapter 1, tney are 
^In^to^^S money in that type of school, they are going to 

mT slZS^ Well, Chapter I is only . a part-a very, very small 
part-of the overall funding for a particular school and while of- 
tentimes improvements do, indeed, cost money, not all improve- 
ments do. oftentimes, reallocating resources and do^^g thmgs^^^^^ 
ferently using the same resources that we have bring improve- 

"rSr. KiLDEE. I really think there is some basic-I really worry, 
aeain in ny rhetoric, and my thoughts about that school A, where 
rrstuden'S are exiting fro^. I don't think we've ^^^^^^^^^^ 
focused on the problems that we ;ould create there. I think that s 
one of the things that Mr. Goodling, and I will be focusing on in 
the Education and Labor Committee. We don't want to exacerbate 
a problem by having students exit. 
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It^s almost related to testing, too. You can predict, because of de- 
mographics, crime, homelessness certain schools are going to do 
better on tests and other schools are going to do worse on tests, 
right? Maybe I don't really need a real precise instrument to deter- 
mine that. 

I think that we have to concentrate some of our dollars on those 
schools at risk and those students at risk in those schools. I don't 
really see that addressed yet, and I know we are still in flux. Fortu- 
nately, one of the things about the Secretary, Mr, Alexander, is 
that he is flexible, but I don't see what quite addressed yet, how we 
address the schools at risk and the students at risk. 

Mr. Sanders. Mr. Chairman, I think in a couple of ways. One, in 
looking at the strategy, the strategy recognizes that already there 
are several significant, even Federal, programs that focus on the 
needs of children who are most at risk. We just talked about Chap- 
ter I. It is the great program of our elementary and secondary 
budget, as Pell is for our postsecondary budget. And we have every 
intent that it continue to exist, as well as support for students who 
are disabled, and therefore, at risk, as well the English-proficient 
and so forth. 

Mr, KiLDEE. May I say this, the Pell grant, the purpose and 
design of the Pell grant is not to improve education in a particular 
college. It may have that effect, because they will have more 
money coming in. But the purpose of a Pell grant was to assist the 
student financially. 

Now, the purpose of Chapter I is really to help that student 
there, but to elevate the quality by, for example, having the read- 
ing specialist in that school. You are really talking apples and or- 
anges there, A Pell grant is to financially assist a student. I think 
your analogy between Pell grants and Chapter I has some serious 
deficiencies, 

Mr. Sanders, You need to look at the larger set of proposals, Mr, 
Chairman, that we are reqnpsting in choice. The Chapter I propos- 
al is not one intended necessarily to derive to additional choice pro- 
grams. On the contrary, it is rather to recognize that where they 
exist, these services ought to follow the children. We are asking for 
both the incentive and probably, more importantly, the $30 million 
for demonstration programs, so that indeed, through those demon- 
strations we work out and address the issues that you raise, as well 
as demonstrate the effectiveness of choice policies used for the pur- 
poses of improvement. 

Mr. KiLDEE, Let's see, Mrs. Bentley, 

Mrs, Bentley, Thank you, Mr, Chairman. 

I only have one question I would like to ask at this point. Mr, 
Sanders, you have these figures on the comparable spending per 
pupil of the United States versus other industrialized countries, ala 
Jayan and Korea, et cetera, 

Mr. Sanders. I don't have it, Mrs. Bentley, at my fingertip, but it 
does exist in the Department, yes. 

Mrs. Bentley. WouH you supply it 

Mr. Sanders [continuing]. And Ms. Christensen may have it even 
with her today, probably she does. 

Ms. Christensen, I do not, but we will be happy to supply it for 
you. 
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Mrs. Bentley. Do you h&ve any idea, off the top of your head, 
whether we are spending more per pupil than in Japan or K.orea, 
where they are beating the heck out of us? 

Mr Sanders. My recollection of those data, Mrs. Bentley, it you 
are talking about comparable dollars spent, yes, we are out-spend- 
ing those other countries, significantly. 

Mrs. Bentley. Per pupil? 

Mr. Sanders. Per pupil. u r 

Mrs. Bentley. But we are not getting nearly as much for the 

dollar as they are. , , j i. „ 

Mr. Sanders. Well, from what we know and our data are some- 
what limited in that respect, we have a couple of mternational 
tests that have been given lu mathematics and the sciences, and in 
each of those that have been done-and bear in mmd we are using 
American achievement tests here, not Japanese or not Korean, we 
are using American tests, and American test items-they do out- 
perform us, Mrs. Bentley. , , . ^ i. i.u i. 

Ms Christensen. Mrs. Bentley, I would also point out that over 
the past 10 years, we have increased our total spending in this 
country by about 140 percent. And even after inflation it is some- 
where around one-third to 40 percent. So it is not just the amount 
of money currently, but it has been increasing^ quite dramatically. 

Mrs. Bentley. Then maybe what you are telling me is that we 
are not spending it wisely if we are spending much more, but yet, 
they are teaching their students so they are moving way ahead ot 

^^Mr. Sanders. I think we would conclude that. In fact, I think all 
of us, by our actions, conclude that there may be better ways tor us 
to spend our money to achieve significant improvement or we 
would not be back with new strategies and new legislation to at- 

^r3K8.^ENTLE¥."l would like the figures, Mr. Chairman, the actual 

*^^r^KiU)EE~Yes, they could be supplied and we would make 
them a part of the record. 

Mr. Sanders. Surely. r„r«r«utoi> 

Mrs Bentley. And any data you can provide for the Committee 
on comparable spending, comparable achievement, et cetera. 

Mr. Sanders. All right, we will be happy to provide that. 

[At time of printing the information requested was not presented 
for the record.] 

Mrs. Bentley. Thank you, Mr. Chairman. Thank you, Mr. Sand- 
ers. 

Mr. KiLDEE. Mr. Pease. ^ , . . 

Mr. Pease. Thank you, Mr. Chairman. I have no questions. 

Mr. KiLDEE. I^t me ask you, you are probably not a" P^Pa'-^lJo 
do this but Mr. Gephardt introduced a bill yesterday that rewards 
in education. He would give, for example, between $500 and $AOOU 
to States for every additional first grader who meets certain 
health, nutrition and preschool tests of the readiness to learn, 
which fits into one of the goals there, actual! reward them for 
those who bring those preschoolers up to certain standards. 
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It also will give the system rewards for those States where high 
school graduates exceed the international level in math and sci- 
ence. Do you think that type of incentive could play a role in 
trying to address the problems of education in this country? 

Mr. Sanders. Mr. Chairman, let me provide about three observa- 
tions and then ask Mr. Manno to perhaps comment more specifical- 
ly' 

First of all, at least the two goals there are right, they are con- 
sistent with the national goals and something we very deeply be- 
lieve we have got to be working toward. 

Second, the idea of recognition and rewarding is certainly a part 
of the President's strategy and we believe absolutely necessary but 
not sufficient, in and of itself, necessarily to attain the goals, but 
nonetheless, ver> necessary. 

And third, as I listen to the description of the bill it would also 
support the creation of at least some kind of a measure that would 
enable us to determine who is succeeding, so that they can be re- 
warded, and that's, indeed, what we are trying to do with the cre- 
ation of the American Achievement Test. 

Mr. Manno. I think one of the proposals that we have as a part 
of the America 2000 Act in some way relates to what I have heard 
you describe, and what I only know through reading this morning's 
Washington Post, so I don't t aisider myself to be an expert on the 
bill. 

Mr. KiLDEE. That's all I know, for sure. 

Mr. Manno. But our merit schools plan, I think goes some way 
toward getting at this notion of incentives and rewarding incen- 
tives. And our merit schools plan is specifically tied into all six 
goals. So it is not that it specifically focuses on math and science, 
but it is a program that we propose that would provide rewards to 
elementary and secondary schools that demonstrate progress over 
at least a 3-year period. 

Now, it is not a student reward plan, as you briefly described the 
Gephardt proposal would be, but I think the general notion about 
this rewarding of incentives, and focusing on results is one which 
would be very much in tune with the drift of some of our own pro- 
posals. 

We also have in our package, and perhaps Mr. Sanders could de- 
scribe this one a little bit more in detail, on the higher education 
reauthorization package, there is a reward to students rela :ed to 
Pell grants. You might want to mention that, too. 

Mr. Sanders. Correct. 

It, again, embodies the ne basic notion and that is rewarding 
achievement in this case, .nong our most needy students. It pro- 
vides an additional $500 in a direct Pell award to them if they are, 
first of all, either a high achieving senior graduating for college, or 
one student who demonstrates a high achievement as they contin- 
ue on through their undergraduate program. 

We would want to, Mr. Chairman, I guess reserve some final 
judgment after we have been able to look very carefully at the bill, 
but the ideas seem very, very consistent, as we generally under- 
stand them, with the approach being advocated by the President 
and the Secretary. 
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Mr. KiLDEE. He does clearly address two of the goals that have 
been set up. 

Mr. Sanders. Yes. ^ ... 

Mr. Kildee. I think, as I say, we really have an opportunity here 
to do something significant for education and that we have to work 
verv closely together, because it will be our fault if we don t. It we 
have the White House and the Congress together at the same time 
eager to do something for education, I think it is incumbent upon 
us to take that eagerness and put it into progranis. 

I think that each side is going to have to give a bit, and 1 can 
see-I think Mr. Alexander brings great credentials to education, 
and also he tries to bring some consensus. Both sides feel tirmly on 
certain things, but I think that neither side should get so stubborn 
that we just let things get away from us. 

It is my privilege to call upon my Chairman, Congressman fa- 
netta. 

The Chairman. Thank you, very much. 

I apologize foi being late, there were a lot of things going on this 
morning, between caucuses and other hearings. Let me ask, obvi- 
ously the big concern that has been raised about the whole issue of 
establishing this America 2000 strategy is that there are a lot ot 
reforms but very few resources. And I guess the question 1 would 
ask is, do you really, legitimately think that you can advance edu- 
cation in this country without increasing ^sources to education' 

Mr. Sanders. Mr. Chairman, if I might, I would first of all reflect 
on the experience of the last decade and upon what is the most 
necessary ingredient at this point in time, particularly as it relates 
to Presidential leadership? i.- 

I have reflected both in my prior and in my current position on 
the experience of the 1980's and the clear recognition that we have 
dramatically increased spending for elementary and secondary, as 
well as higher education across that decade— like 140 percent in 
real dollars, and roughly one-third in constant dollars. 

Those were also the decade of the 1980's a period of reform also, 
but yet, every indicator that we have suggests that we have not, 
with those increased dollars and the reforms that took place in the 
1980's. turned our current situation, in terms of outcomes, around. 
Therefore, what we ought to be doing first is to thinking very, very 
carefully about the appropriate strategy and then the necessary 
dollars that would implement that strategy. , , . 

I think the most important thing that we can be doing "ght now 
is the leadership in that strategy. I think the President and the 
Secretary have made an exciting and dramatic start The summit 
in Charlottesville was a significant event. It marshalled a cohesive 
commitment on the part of the President and the Governors that 
led to the historic adoption, by them, of the national goals, the tirst 
time that we have ever done that in our history. . i-u „ 

And almost every where you turn you see affirmation that those 
goals are right. Most of the States, in one form or another, have 
adopted them as their own. We see them reflected even as Mr. 
Kiliee mentioned, clearly in Mr. Gephardt's bill. Everywhere yon 
turn, you see a focus on those goals. That has been very, very im- 
portant. 
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The Chairman. I have got to tell you that if we provided goals 
for the Defense Department, without any money for the Defense 
Department, that everybody, including the President, would prob- 
ably say that that doesn't do a lot. Uoals are great, and you can 
define goals, but unless you are willing to back up those goals with 
resources, it is not going to happen, it is that simple. 

Mr. Sanders. Mr. Chairman, the Federal Government is the only 
financial supporter of the Defense Department. The Federal Gov- 
ernment is only a small, a minor partner in the financial support 
and the policy direction of education. 

The Chairman. Well, except you are talking about establishing 
national goals here. You are not saying, leave it up to the States 
and the local communities to establish goals, yoi^ are defining what 
those goals are going to be. You are defining what the model 
schools are going to be. You are defining what policy should be on 
a national basis. We always get accused here of mandating all 
kinds of things, and never providing the resources to back it up. 

Now, you can define it any way you want, but once the Presi- 
dent, and the Secretary of Education start defining national goals, 
and Laying what the school system ought to do, and how it ought to 
perform, I don't think you can do that on the cheap. 

Mr. Sanders. Mr. Chairman, I think the Secretary has very 
clearl> demonstrated his willingness that if we can get the strategy 
right, he is wiHing to come and to advocate for the funds to carry 
out that strategy. I think you see the beginnings of that reflected 
in the 1992 budget. 

The Chairman. I appreciate that and my hope is that there is 
the commitment there, because I look at the 1980's and we have 
been talking to a number of people in terms of briefings in prepa- 
ration for this hearing. And if you look at where the Federal 
money has gone, it is targeted, it is not as if we are just throwing a 
pot of money out there. 

Mr. Sanders. Correct. 

The Chairman. It is very targeted in terms of the disadvantaged. 
And if you look at basic skill development among the disadvan- 
taged, the fact is that that money has been pretty well spent. I 
mean I realize that we still have problems with dropouts, and I re- 
alize that it is not as good as we would like it to be and there are a 
lot of other deficiencies that we pointed to, but when it comes to 
basic skill advancement among the targeted groups that we are 
funding, not bad, by every measure, that I can see. 

So I wouldn't just discard that, the funds that we have provided 
during the Id^iVs as somehow not having had an important effect 
with regard to those that we? e targeted for those funds. 

And i guess it is for that reason that I think our commitment to 
resources, least to those kinds of targeted groupr^ is extremely 
important to maintain and advance as we go through the rest of 
the 1990^8. 

Let me ask you the other problem I have and there are parts of 
the America 2000 strategy that we ought to look at closely. Rut for 
the life of me, I think this model school idea in each district, I just 
can't, for the life of me understand the rationale of how that would 
work and how you would not wind up detracting from the other 
schools in a district. I don't want a model school in my district, 
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very frankly that you have one school where everybody else is dis- 
advantaged and you are pumping money into one school in order to 
improve it. How is this thing supposed to work? I mean what is the 
basis for this thing? „ , , ^ , n ,, 

Mr Sanders. Well, the long-term effect of the strategy hopefully 
will not be just one of these schools in each and every Congression- 
al district. But that every community will want not just one ot 
these schools, but want every one of their schools to be like this 
new generation of sr;hools. The idea is that we must start some- 
wheri after we have recognized that probably none of our schools 
are up to the challenges that we're going to face in the next centu- 

^^And that this starts us down the road to conceptualizing and de- 
veloping the school that is going to be required in the next century, 
but every community will want one. i. i. 4. 

The Chairman. Why shouldn't all schools have an opportunity to 

**°Mr^SANDERS. All schools would have an opportunity to do that. 

There's nothing to . 

The Chairman. But they are not going to get $1 mulion. 
Mr. Sanders. At least not right off in the first years of the pro- 
gram and maybe not just from the Federal Government. There 
may be sources elsewhere too. The Secretary clearly envisions that 
there may be a lot of communities that want these schools hopetul- 
ly, and that they will look to other sources to create these new 
schools for themselves. 

The Chairman. Well, I guess it's not that you don t have exam- 
ples of good schools to be truthful. I have examples of good schoo^ 
in my district-some are private, and some am public. People know 
which ones are doing a good job and which ones "^t. I don t 
need to establish another school, model schools so that others can 
look at. What other schools need is the ability and the resources to 
be able to do the same thing. _;4.*„j 
Xnd it almost offends me a little bit that we would be committed 
to establishing what I would call certain elite schools m every Con- 
gressional district, as if somehow that is going to satisfy the prob- 
lems of education in this country. , J , . J T it 
I think it has got to be a much broader target and 1 Jhink it, 
frankly, does have to reach out so that schools that are in the most 
disadvantaged areas I think it would P^o^ably make a lot more 
sense if you looked at the worst schools in the district and tried to 
improve those, as your targets, rather than create some kind ot 
model school that most of these schools are probably well on their 
way to being model schools in terms of funcmg. anyway. What you 
have to do is to focus on the schools that are doing the worst job in 
terms of educating kids. Those are the ones that need to become 

""wlVedly do have to understand that the kev in this country has 
been, I mean the key to our whole system, the key to our whole 
democracy, 1 e key to our whole ability to compete is the fact that 
we want equal educational opportunity for everyone, everyone, 
that's the strength of the public educational system. I guess 1 hope 
we don't lose sight of that in terms of the various goals that we try 
to pursue in education. It does have to be improved. 
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But let's not lose sight of the fact that our main goal is to give 
every kid a chance to get a decent education and not just those 
that happen to choose the right school, that happen to go to the 
model school or that happen to go to the certain private school. It 
has got to be all schools that we try to target on and that is a big 
mission. I think that's where we have to head. 

You know, our challenge here is to try and look at the budget 
resolution for 1993 and beyond and I can tell you, very frankly, 
education is a centerpiece, for what we have to do in the future, 
and I hope the Administration feels the same way when it comes to 
the budget. 

When it comes to rhetoric, all of us can put education at the top, 
but when it comes to the budget, in terms of how much we spend, 
education should be a centerpiece. 

Mr. KiLDEE. Mr. Pease. 

Mr. Pease. I thank you, Mr. Chairman. 

Dr. Sanders, I would like to follow up on what Chairman Panetta 
just said. As you thought about it— I know you are still learning 
the game— but as you thought about it, where would the students 
come from for these model schools? Are they volunteer for the 
schools, is it like a magnet school? How would that work? 

Mr. Sanders. Mr. Pease, that would be a community determina- 
tion bv whatever that community is that v^ould become the Amer- 
ica 2000 community. Our vision is that these schools are very much 
like the school populations like typical schools in that community. 
They have disadvantaged students, they have disabled students, 
they are not elitist institutions. They are typical to the community 
in which the school exists. A school could he an existing school and 
its current popula ion. It could be a school that is created where 
parents volunteer to send their children. 

Mr. Pease. Well, I was with Secretary Alexander this morning, 
and I got the impression that the schools by and large would be 
ones where parents would choose to send their children there. That 
does bother me a little bit. I think it bothers the Chairman, as well, 
because the parents, single-family parents of poor kids are not 
going to be tuned in to taking advantage of this opportunity the 
way that parents who are affluent will be. And if that is the case, 
then it is fi^oing to be pretty easy to create a model school. 

I can tell you where the model schools are in my district, I have 
one school district that has tax valuation, property tax twice as 
high as the average and no minority students whatsoever. And 
they are the best schools in the district. They don't have the prob- 
lems to deal with and they have all kinds of resources. I don't 
think it is going to do us a whole lot of good to create model 
schools if they're not set up in a way that we can replicate them 
throughout the district. 

Mr. Sanders. Mr. Chairman, clearly, Mr. Pease, clearly the— 
first of all the Secretary very carefully avoids calling these schools 
model school : because that is not the way he envisions them. He 
does envision these schools as being typical in terms of their stu- 
dent population, that they serve. They are not elitist with only the 
brightest and the best of students, and only those schools that have 
achieved already high levels of success who are going on to just 
bigger and better things by virtue of this designation. 
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He sees them as in almost ev.>ry circumstance POSSiWe in the 
country And he does see them motivating other schools and lead- 
ing thlwa? for other schools to see like kinds of changes m their 
organization and their character and in their performance 

^Ir. Pease. Well, that's very reassuring, but Personally I would 
like to see these schools set up in such a way that they have to 
Ske^ ttTeir student population the normal 
Sat attendance area, rather than giving people the opportunity to 
coine in from other attendance areas. Hpvploned in 

And I would very much like to see some of them developed m 
innerVty schools ^th high Populations of minority studente 
high populations of students from smgle-family home^nd that 

"^Mr^SERS. Likewise, we want to see them there too Mr 
Pea^. Very clearly we want to see some of these schools m those 

'''Mr. pS^e'.T'i can shift to higher education for a minute? In 
your titimony you note that your Pell gran proposals Pjovide in- 
c?eie?8upport for all students while maintaining current levels of 
Pell support for less needy students. „i, 

In your budget submission for this year, did you ask for more 
money for Pell grants than you had in the past? 

Mr Sanders. Ms. Christensen, you want to comment on the 
actual-we do^have additional dollars requested. We also accom- 
SShed much of Jur policy request there, through po icy changes 
and 5r cCged aSumptio^^^ abiut what will happen with the econ- 
omy durS^g the period'^And Ms. Christensen can Weak out much of 
th^L poi^te for ?ou, Mr. Pease, if she might Mr. Chairman? 

Wte. ChriotenLn. Mr. Pease, what we have requested in our 
budget for Pell grants is a total of $5.8 billion, which « a $401 mil- 
lion increase over the 1991 appropriation of roughly $5.4 bi lion. 

ThTt is^ Sease of 7.5 J?rc«it which will target the i^^^^^^ 
itself to the poorest of the poor students where we have indication 
tH the erosbn of the dollar v.lue has hit those students much 
m^e than anrother level of income. And, at the same time, we 
"e virSr^olding harmless the other remaining Pell grant re- 

pIase' U^^^^^^ So we have $400 million in- 

cre^e and ouitf how much i3 that, you said a 7.percent increase, 
right? 

Ms Christensen. That is a 7.5-percent increase. 

Vr KlTof that for all of the students roughly 5 percent 
would CO to cover inflation, that is actually inflation and tuition 
Cgone up Sr San 5 percent, has it not? My understanding is 
th^t colleges have raised their tuition rates an average of 7 to 10 
t«?Lnt WouE that be a case where all of your increase would 
Efng into ^ist covering the inflationary costs to these studente? 

Mr SANDEii 1 think that also depends on whether you are talk- 
ing ai,out Sic or%ri^^^ institutions, too, about the percentages 

for a percentage in- 

crJSe The Se lliJtant point, 1 think, is that the maximum 
gra^ that we are proposing will basically restore the purchasing 
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power of the Pell grant that has eroded somewhat over the past 
several years. 

For instance, in 1976-77, which was the first full year of imple- 
menting the Pell grant program, there was a \ 1,400 maximum 
grant and that covered 48 percent of public 4-year schools and 29 
percent of private college costs. By 1991 to 1992 we were to the 
point where we covered approximately 30 percent of public and 15 
percent of private 4-year college costs. But our proposal this year, 
for the $3,700 maximum grant would cover approximately 43 per- 
cent of public and 21 percent of private college costs, which is very, 
very close, virtually restoring the 1981-82 levels. So I think that is 
relatively sigruficant. I would be happy to put this chart in your 
record, if you would like to see that. 

Mr. Pease. I guess I wouldn't say that is virtually restoring them 
all, but it is certainly moving in the right direction. 

I am trying to understand then, you are increasing the maxi- 
mum grant and yet, you are going to target those with low in- 
comes. You are going to try and put more grants in the hands of 
low-income 'Students? 

Mr. Sanders. That's correct. 

Mr. Pease. And does that mean that you are going to put 
less 

Mr. Sanders. Well, ^a larger grant in the hands of low-income 
students, yes. 

Mr. Pease. What about the numbers of grants, overall, do you 
expect to have the same number of grants, or a smaller number or 
a larger number*? 

Mr. Sanders. There will be fewer number of grants by about 
400,000 because of the interaction of several other policies that we 
are recommending, Mr. Pease. And they distribute faiily evenly 
across the income levels. They do not singularly target any particu- 
lar one. One of those is requesting a specific criterion for academic 
achievement levels if one is to continue receiving a Pell grant or to 
qualify initially for a Pell grant. 

We also propose changes in the definition of independent stu- 
dent. That also has a dollar impact. So there are other policies that 
interact and on the bottom line reduce the number of actual recipi- 
ents of Pell awards. 

Mr. Pease. How many Pell grants will be awarded this year? 

Mr. Sanders. Ms. Christensen, do you have that number? 

Ms. Christensen. In the current year, 1991, we will award 
3,421,000 and in 1992, our request would be 3,017,000, that is the 
minus 400,000 that we are discussing. But as Dr. Sanders said that 
is due to various factors such as our default initiative, and the min- 
imum academic performance, and the definition refined and more 
targeted definition of independent students. That cuts across all 
income levels. 

Mr. Pease. Well, so you are weeding out some students, making 
them ineligible for grants, who were eligible before. But there are 
still 400,000 fewer grants for the other students who might have 
wanted them but did not get them. 

Is the Pell grant an entitlement program? Does every student get 
one who is entitled to one? 
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Ms. Christensen. No, it is not an entitlement program. There is 
a formula that provides that if you meet certain eligibility stand- 
ards that students are entitled to it, but the aPProp^ation level 
still determines the program level of the account. It is not strictly 

""r'&Wsense, I think that you are talking 

an eligible student will get an award. The amount of that award 

will be dependent upon the appropriation. ,„:^„„ 

Mr. PeSe. So even though you are raising your maximum to 
$3,700, no student may get the $3,700, is that nght, depending on 
how many people apply and what your apProP^„i?V°"/^,L^^ ^i,, u„ 

Mr. Sanders. If the appropriation level is sufficient, there will be 
students who will get the maximum award. 

Mr. Pease. But if there is not, do you scale it back on a prorated 

Mr*. Sanders. In actual practice, we have not had a year where, 
in at least the 2 years that I have been here, Mr. Pease, where we 
have had to scale back the award. You have been very responsive 
in taking the actions necessary to maintain the lull value ot the 
award to individual students, no matter where they are. 

Ms. Christensen. And our proposal this year will fully fund the 
Pell grant program, including less than half-time studente. 

Mr Pease. If you will indulge me another minute, Mr. Chdir- 

'"l"Jm still trying to figure this out. Aside from the formula, you 
are Koine to have 400,000 fewer grants overall? . j. j i„ 

^rSlN^ES We are going to have 400,000 fewer individuals 
who will be eligible because of the interaction of the various poli- 
cies that we are talking about. r * 9 

Mr. Pease. Dc'^s that translate into 400,000 fewer grants/ 

Mr. Sanders. Nt* effect, yes. 

Mr. Pease. Well, th<it , • „ 

Mr. Sanders. We dk^ not start out to say that we are going to 
rXce the numbers by 100,000; that was the effects of other policy 
decisions that had been made or are proposed. 

Mr. Pease. I see, and you say you are going to increase your sup- 
port for the most needy students. Does that mean you are increas 
ing the dollar amount of the grant for each eligible •^edy student 
or you are going to try to provide more grants to "^edy students? 

Mr. Sanders. For students who are eligible, Mr. Chairman, we 
are increasing the size of their awards. The maximum going from 
the $2,400 to the $3,700. If the student also happened to be a high 
achieving student, it would actually go to $4,200 with the $B00 
achievement award. Those would go to students, the maximum 
awards you will find them for students whose families earn under 
the $20,000 mark. . ^ , , . ^„ 

Mr. Pease. Mr. Chairman, I think I have used more of my time 

than I should have, thank you. 
The Chairman. Thank you, Mr. Pease. t^rcrpHncr 
Let me follow up on that. I guess my problem with this targeting 

of the Pell grants is what happens to the kids between $10,000 and 

$30,000, where do they go? , 
Mr Sanders. Actually n terms of the average award, well, the 

studento from families with incomes below $20,000 get a substan- 

erJc ,4 J 
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tial increase in thei * average award. Students from families above 
$20,000 either get a modest or are basically held harmless. They do 
not significantly lose in their award. Additionally, for those middle- 
income families we are proposing also significant increases in our 
loan programs, so tfc it there is greater access there. 

As we looked at this, Mr. Chairman, every shred of evidence that 
we had suggested that targeting and focusing our attention on the 
lowest income students made the greatest amount of sense. When 
we looked at what had happened to the Pell award and the pur- 
chasing power across the last several years, it was clear that those 
were the students that were hardest hit. When we looked at the 
percent of family income 

The Chairman. I don^t question that. I guess the problem is that 
in today's v/orld families earning $20,000 to $30,000 are not what 
you would call middle-income families. I mean these are families 
that are struggling too. And I guess my question is. What do you 
say to those students? Where do they go? 

Mr. Sanders. Well, they have not been otherwise harmed by 
this, and in fact, they have been held 

The Chairman. Yes, but they don't qualify for Pell grants under 
your proposal. 

Mr. Sanders. Yes, they qualify for Pell grants. 

The Chairman. But I thought the targeting was for children 
under $10,000. 

Mr. Sanders. For the significant increases in the size of the Pell 
award, and therefore, for the total dollars and its distribution, yes. 
But we have not eliminated the Pell awards for children from fami- 
lies who make $30,000. We have maintained or provided slight in- 
creases in the average award for those students. 

The Chairman. But you aie not expanding the pot, though, so 
essentially what you are doing is that you are scaling it down and 
pumping most of it to the children under $10,000. Is that a fair 
statement? 

Mr. Sanders. The number of dollars that we have got to use in 
deciding the level of the award is dejpendent upon both the $400 
million increase and the interaction of the other policies which ac- 
tually reduce the number of .students who receive awards, whether 
it is the default initiative that we have agreed to with you, as a 
matter of policy, or in the other things such as setting an achieve- 
ment standard that we are proposing. 

The Chairman. Well, I guess bottom line—so that we can all un- 
derstand each other— bottom line is that it is likelv that the num- 
bers of children receiving grants are going to be reduced. 

Mr. Sanders. There will be 400,000 students who would other- 
wise have received grants that will not because of policies that 
have already been enacted or that we are proposing as a part of 
the 1992 budget request. 

The Chairman. My question is. What do we do with those 
400,000 students? 

Mr. Sanders. They are eliminated from their eligibility by virtue 
of either the default initiatives, policies that we have already en- 
acted, or by the 

The Chairman. What about the new children coming up? I know 
the ones you have already got on, but what about the new children 
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coming up? What about the children that are trying to get into col- 

^^Sr^^in»der our policy.they will qualify if they meet the 
eliribility requirement, Mr. Chairman, and they will receive the 

MsTi^RisTENSEN. Mr. Chairman, I would also add that we are 
proSsing to continue funding for the campus-based Programs such 
ks work-study and the supplemental educational opportunity 
San^ as well as the direct loan program which has substantial 
SZvin?funds ?t the institutions. There are considerable sources 
of fSin Xr words, for grants and workjtudy n^^^^^^^^ 
the State build up of revolving funds as a result of the btate stu- 
At^nt inrpntive (TTant program over the past many years. , . 

In SioTS Dr Sanders indicated earlier, the ^aranteed stu- 
dent loan l^miS are being increased substantially in all three of 
those subprograms in that area. 

The Chairman. So just so I can be clear, then, based on your 
budget submissions, you feel you can cover all of the students that 
would presently be covered by grants or by student aid? 

Ms. Christensen. Yes. 

The Chairman. Under your budget 

Mr. Sanders. Under the policies that we propose, yes. 

The Chairman. And under your budget submission.' 

5^eSAl"Th^ dollars that are there -uld cover all of 
these. I want to talk to your bookkeeper because I need him for the 
budget, or her for the budget. 

^leSZ'' u"t of that turnip, tell 

?ust am not sure where all of this meels. Because, again my.cpn- 
iern iXt for a program that has been very i™P«; 
children this equal educational opportunity to get into colleges, it s 
something that we ought to maintain, particularly for a competi- 

MrllNDES'itTutely, we couldn't agree with you more, Mr. 
Chairman Tf^ou would liVe we would be^l^appy to meet with your 
steff aTmake sure that our numbers and our assumptions and ev- 

^'^^HAmMAN. I would appreciate that so I could at least find 
oul w^arthe numbers are ifke, because everything we have^^^^^^ 
at least in terms of the proposed reductions m the President s 
budget, along with the proposed policy changes and some of the 
elinf'nations of some student aid, all seem to add up to much less 

tf. cSmsTENSEN. Let me just give you some totals that I think 
will show that that is really not quite the case. 

S^N«n.s of the dollars that we - req-st^^^ 

and that is budget authority, for the ^^^^^^Vfo^J v\?^J' 7^^^ 
$10.9 billion available. And we are requesting $12.6 billion tor next 
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{rear and this is for all the student aid programs. That is $1.6 bil- 
lon increase or a 15-perc6nt increase. 

In terms of total dollars available as a result of this appropria- 
tion that we are requesting— and this is taking into account State 
matching funds and institutional matching funds, as well as the 
capital provided by banks in the guaranteed student loan pro- 
gram— the total amount available in 1991 is $18.4 billion. That 
would increase by 7 perct t, to $19.7 billion so there are definitely, 
I think, respectable incre ses in the totals that we have put into 
our budget. 

The Chairman. Let me see if it matches with what we are work- 
ing with, which is— agal.i, looking at your budget as presented, you 
are right GSL gt.,es up. But for those in terms of the grant areas, 
everything I look at goes down. Work study goes down from $595 
million to $397 million, your request. On supplement grants, it goes 
down from $520 million to $347 million. On Perkins loans, it goes 
from $156 million to $15 million. Am I right or wrong? 

Ms. Christensen. It goes down by $15 million, but there are sub- 
stantial revolving funds at the institutional — at the higher educa- 
tion institutions that still provide large amounts made available for 
those loans. 

The Chairman. Do you think the revolving funds can cover the 
gaps here by virtue of these cuts? Is that what you are telling me? 

Ms. Christensen. There will definitely be a decrease there with- 
out the increased Federal contributions coming in. But there will 
still be $707 million available for those loans, and they are highly 
subsidized loans. In the case of SEOG and work study we are pro- 
posing an increase in the matching requirement by institutions. 
They have been very successful in meeting those matching require- 
ments over the past several years, and even when the institutions 
and the States have faced severe budget cuts, they have still been 
successful in meeting those matching. So overall the grant and 
work study programs would remain virtually level funded and the 
same number of students would be served under those. 

The Chairman. If you take the State of California and based on 
what is happening to their State budgets, they are screwing them 
down pretty tightly. They had a $14 billion deficit in California. Do 
you think the universities there are going to be able to meet the 
gap here? They are all hurting, too, out there. 

Ms. Christknsen. Thev are, but as I say, they have been success- 
ful in meeting them in tne past. 

The Chairman. I am not so sure they are going to be successful 
at picking up the gap in the future. 

Ms. Christensen, Both the Federal and State governments, 1 
agree, have the same problem, and we had the problem obviously 
with the cost cap in the budget summit resolution last year. 

Mr. Sanders. Mr. Chairman, in putting together this proposal to 
you, we had to make some very tough choices and set priorities. 
And you can see very clearly where they are: Increasing the size of 
the Pell, particularly for those who are of the lowest income 
and 

The Chaikman. Yes. Listen, I don't quarrel with the fact that 
you had to make choices. We have to make those all the time. I 
just don't want to be told that you have made these choices and 
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nnhodv is eoinie to get hurt. To some extent, what you are telling 
mete yiu are goi^^^^^^ have the best of all worlds. That isn't the 
Se Vhe dSisionsJou have made here mean that some people are 

going to get hurt. I think that is a fair statement. 

^ M?. Sanders. When we were ta king ^^^her and respon Jng to 
questions, Mr. Chairman, we were talkmg about the Pell and guar 

' Ms'^^rnVs^ W have also focused, or made those choices so 
that ihose who are more able to take some reductions wou W take 
tilp reductions and still be able to attend college. We don t think 
that ou? pro^sals would result in anyone not attending college 
who wSuld bTable to go. And as I mentioned before, we have sub- 
Santrnv increased the loan limits for those students, especially 
Pelf ^aXt^ Many of whom get maybe $200 to go. they could cer- 
teinlf increase their loan amounts, to that, not to mention the com- 
munity colleges and these low tuitions in public college. 

The Chairman. I used to serve in the old Department of Health, 
EducatTon and Welfare, so I know what fave te go through 
what YOU have gone through, and I know what 0MB tells you you 
have to do. l understand what vou are trying to do. Mv quarrel 
^n't with vou You are handed a certain amount, and you are 
tnanX sc^rew Sgs down. You have got to make these choices. 

''^l'±s w^^^^^^ - with the broader Priorities because I 

donf think^his is the place where we ought to be f/^wif down^ 
very frankly, when you look at other priorities in the President s 
bucfget. I have a real problem, as you know, with the amount ot 
Sey we are pumping into the ?P«<^e ^^ation when we have ttiese 
kinds of problems taking place. You know, there a time when 
they have to make tough choices, too. You had to make tougn 
choices based on what they allot you. 

But I will tell you right now that I would much more preter to 
fully support these stufent loan programs in terms of children and 
their oDDortunity to get ahead, because we aren t going to have 
pace sEnsTany lind of stations unless we have ch^^^^^^^^ ^ho 
graduate from universities, who have a decent education. And this 

''so^^Slet' my quarrel, as I said, is not with each of vou. It is 
with thfbroaS Sity judgments that you are handed kcause 
Think frankly, this ought to le a principal priority, and you ought 
not to have t^'make choices between children w^^^^^^^ 
over $10,000 and those who make below $10,000. ^^ose are not tne 
ones we ought to penalize in trying to make these judgments. 

I apprec^te yoSr coming here and the testimony you have pro- 
vided. 

Mr. Sanders. Thank you. ,v,aW here is 

The Chairman. As I have said, for us the major task here is 
what kind of budget we want to present in 1993. We are going to 
have coSstrainteTn 1993 under tL budget agreement. You think 
?hTs yearhas been tough? I am sure you have already gotten the 
message 1993 is even tougher in terms of outlays. 

Mr Sanders. We are aware of that. . 

T^ie Chairman So we are going to have a much toucher time 
thte next ySrwhich just means that we are going to have to make 
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tougher choices. But as I said, education in my book has to be a 
centerpiece for this country if we are going to compete with other 
nations. I hope that in working with you we can develop that kind 
of centerpiece because it really is important for the future of the 
country. And I know all of you believe that; it is just that in terms 
of the resources you are handed, you have got to make those 
choices. But from our perspective, this is a priority area. This is a 
priority area, and it is above a lot of other areas that we have got 
in our budget when you have to make those choices. 

Anyway, thank you again for your testimony. I appreciate it. My 
best to the Secretary. 

Mr. Sanders. Thank you, Mr. Chairman. He and the rest of us 
are anxious to work with you, too. 

The Chairman. Thank you. 

[Whereupon, at 12;20 p.m., the Committee was adjourned, to 
resume again on Thursday, January 25, 1991, at 9:30 a.m.] 
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THURSDAY, JULY 25, 1991 

House of Representatives, 

Committee on the Budget, 

Washington, DC, 

The Committee met, pursuant to notice, at 9:30 a.m., in room 
210, Cannon House Office Building, Hon. Leon E, Panetta, Chair- 
man, presiding. 

The Chairntan. The House Committee on the Budget is in ses- 
sion for purposes of a continuing hearing on the issue of education. 

Yesterday was primarily elementary and secondary education, 
although we covered some higher education issues with the Admin- 
istration. Today, the principal focus is on higher education. 

This is a series of hearings we are having on a series of issues 
that we feel are important to focus on as part of the development 
of the budget resolution, not only tor 1993 but also the budget di- 
rections for the remainder of this century. 

I believe very strongly that education, elementary, secondary and 
higher education, has to be a centerpiece, a key centerpiece to the 
budget approaches for the remainder of this century if we are 
going to be a Nation that is going to compete in today's world. 

We considered secondary and elementarv education and heard 
the urging of the Council for Economic Redevelopment to redefine 
education as a process that begins at birth and comprises all as- 
pects of a child's development. So today we are going to try to 
move to the other end of that educational spectrum. 

Our first panel will offer views on three separate and very much 
interrelated, interconnected aspects of the postsecondary education 
system in this country: Federal financial aid, access to higher edu- 
cation, and the quality of that higher education. 

Federal financial aid to students consists of a mix of grants, 
guaranteed loans, and Rome direct loans. Pell grants are made on 
the basis of need and up to a certain income point, federally guar- 
anteed loans, both tl e subsidized guaranteed student loan program 
and the unsubsidized program are available to many students re- 
gardless of risk. Perkins loans are made directly by the Govern- 
ment. 

There have been suggestions that doing away with guaranteed 
loans originated by financial institutions and moving to direct 
loans originated by educational Listitutions might be more efficient 
and perhaps cheaper. And we will hear opposing views on that 
question. 
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The Administration wants to increase the amount of individual 
Pell grants, but restrict the program to the poorest of applicants. 
As we will hear, even families considered middle mcome by feder- 
al standards are having a more and more difficult time m meetmg 
educational costs, particularly in States with high living costs. 

Restricting Pell grants could seriously affect that second aspect 
that we will consider, which is access. Many students could be ex- 
cluded from attendance at postsecondary institutions just by the in- 
ability to have financial assistance. In fact, the need might be to 

ensure greater access. „ i . j ^ j j- 4. j 

We talked yesterday of the possibility of some kind of dedicated 
education tax, part of which might be used to expand Federal aid 
for hiffher education. , . j. i.i 

The third aspect, the quality of higher education, seems directly 
related to the m^or element in cost of Government loan programs. 
That is the loss caused by the high rate of defaults on these loans. 

By far, the greatest number of loan defaults comes from students 
who attended proprietary institutions such as trade schools, which 
offer no academic degrees. Those students are likely to be the most 
at risk in terms of both educational achievement and income earn- 
ing prospects. Too often, such institutions may be deficient in 
quality of education, not offering the type of training that enables 
students to find productive jobs that will support the repayment ot 

^^As^'a^result of the Budget Reconciliation Acts of both 1989 and 
1990. it is believed that hundreds of such suspect proprietary insti- 
tutions have already been closed. We will hear a proposal this 
morning to tighten State supervision over the quality of education 
offered by both academic and proprietary institutions. 

The witnesses testifying on our first panel are Bruce Johnstone, 
the Chancellor of the State University of New York; Don^d No an. 
who is Deputy Commissioner of Higher and Conlwiuing Education 
of the State of New York; Nancy Coojidge of the Office of the PreM- 
dent, University of California; and Charlotte Fraas of the Congres- 
sional Research Service. n^^i, ^„a 

Following their testimony, we will hear from William Brock and 
Roberts Jones about whether we are providing the schools with the 
foundation to meet the demands of the modern workplace. 

I would like to thank al) of the witnesses for taking the time U> 
be here. This is. as always, an exploratory hearing to. try to see it 
we can find better directions for the use of resources in the educa- 

We have continually confronted the issue of the need for continu- 
ing resources, but we also have to confront the issue of what re- 
forms have to be put in place to ensure that those resources will be 
used well. For that reason, we look forward to your guidance and 

^Yourstetements will be made part of the record and you may 
read from them or summarize them as you wish. Dr. Johnstone. 

STATEMENT OF D. BRUCE JOHNSTONE. CHANCELLOR OF THE 

STATE UNIVERSITY OF NEW YORK (SUNY) 
Mr. Johnstone. Thank you. Mr. Chairman. 
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I would prefer to only summarize my testimony. I think in the 
interests of time and efficiency, I would like t(» say a few key points 
about it and hope there may be some questions or discussion at the 
end of this. 

I have been thinking and writing and speaking about stud^cjnt 
loans for 20 years. My background is as a theorist of higher educa- 
tion finance, on how to balance the cost burden between parents 
and students and taxpayers. 

I have the dubious distinction of being the only person to have 
written a book about income contingent loans, spectacularly poorly 
read, but it has been available for nearly 20 years for all who have 
cared to understand better this particularly complex topic. Current 
Administrations especially, however, have not read it. 

I also have spent time in recent years studying higher education 
finance in an international comparative perspective. I have found 
valuable lessons, in looking at our own system of finance, to know 
something about how the Japanese and Germans and Swedes and 
Brits do it. 

I would like to focus this morning, though, on what I was asked 
to do, which was the direct loan concept, by which I take it to 
mean loans being made available directlj^ by colleges and universi- 
ties in a matter nriore similar to the Perkins loan program, and dol- 
lars somehow being made available by the Federal Government, 
rather than being made by banks and guaranteed by the Federal 
Government, as with the current Stafford Guaranteed Student 
Loan program. 

The esFential question, I think, which I do attempt to put in a 
paragraph on the bottom of the first page of my testimony, asks 
whether what I assume to be the Congressional goal of federally 
supported student lending — namely, to make dollars available to 
stuaents on some equitable basis, without risk rating, in order to 
make higher education more accessible— at a cost to the taxpayer 
which is substantially less than would be the case were the same 
dollars to be made available in an equivalent grant program. 

The question, then, before me today is whether making those dol- 
lars available as we do currently, substantially through commercial 
bank origination, is more or less efficient than making those dol- 
lars available somehow originated by the campuses directly. 

I want to focus on what I believe to be the essential generic dif- 
ferences between direct lending and commercially originated guar- 
anteed lending and to urge you, Mr. Chairman, and your colleagues 
to at some point address these generic differences without the dis- 
tractions of, for example, the interest rate differential between Per- 
kins loans and Stafford loans— which differential, of course, could 
be changed tomorrow if Congress wanted to. 

Or without being distracted or confused by the magnitude of, or 
differences between, the subsidies, which also can be changed; or 
the differences in borrowing populucions or their demographics 
predilections of defaulting— all of those, again, being functions of a 
'variety of things, but not of the essential generic originator of the 
loans. 

I also think that the on- and off-budget costs have been, until 
now, generally distractions. We are coming to a point where I 
think we can view the Federal taxpayer's liahility in student loans 
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of whatever kind represented by the cost of subsidies, preferably 
expressed in the present value of the stream of subsidies, and the 
cost of making good on defaults, again, expressed in the present 
value of the future flow of assumed defaults. My point, once again, 
is that the question of who originates or how it originates is irrele- 
vant to those calculations of ultimate Federal taxpayer liability. 

I hope we also don't get too confused by other issues that are es- 
sentially Title IV policy issues; Whether there is too much or too 
little borrowing, or too much borrowing in the freshman year, or 
whether proprietary schools should be in or out of the game. 

Those are all important questions; but, again, they have little or 
nothing to do, other than confusion and distraction, with the fun- 
damental, generic issue of direct university-originated lending 
versus commercial bank-originated guaranteed lending. 

So I spent a lot of time, Mr. Panetta, in my paper on caveats, but 
I think they are important caveats because I rarely heard the topic 
discussed without those, in my opinion, distractions and confusions. 

At the middle of page 3 of my testimony is where I come to what 
I think is the essence of my message to you and your colleagues, 
which is to ask those considering this question to cease conceiving 
of student lending ar< a single act or a single process performed by 
a single agent, bank, institution, whatever else, and to begin con- 
ceiving of student lending as a very complex process involving five 
very distinct processes, each one of which in turn is performed by 
various combinations of quite distinct agents. , j u 

Very simply, the processes are, first, origination: Somebody has 
to give the loan, to say, "Here, student, you get this much, and 
here it is." Second, someone has to bear the risk ot detault. 1 hat, to 
me, is the essence, actually, of lending; Bearing risk. Indeed, it you 
borrow from me, and your colleague with abundant collateral co- 
signs thi note, it is not clear who is the lender. I actually think it 
is your colleague whose collateral is at risk, not 1, who happened to 
have some cash that 1 was willing to lend at the rate you would 
pav rather than the rate I could earn elsewhere. ^. .u- j 

^ would submit that once risk is entirely borne, that the ihird 
function, providing capital, is almost insignificant. There is no ditti- 
culty in securing capital for riskless paper. 

A fourth function is subsidizing the interest rate, and a tittn 
function is servicing the loan. . 

The point of this perspective, Mr. Panetta, is that very different 
agents can play and must play these quite different functions ot 
lending. 1 would submit that where commercial banks m the blal- 
ford program are clearly involved in origination, they cannot do it 
alone. They must do it in conjunction with colleges, with enormous 
regulations regarding the terms and conditions of the lending. It is 
hardly a free origination done by banks. 

1 would submit that only the Federal taxpayer can really bear a 
risk of default. 1 would further submit that only the federal tax- 
payer can bear substantially whatever subsidies the Congress in its 
wisdom chooses to assign to a loan. , ^. ti j i 

1 would submit that capital, once risk is borne by the l<ederal 
taxpayer, once the subsidies have been handled, is going to conie 
from the fundamental capital markets, which are pension funds 
and trust funds and large primary savers, and that this capitai will 
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get channeled into the hands of students vis-a-vis a variety of inter- 
mediary mechanisms. 

We often think of banks as providing capital, but this year, New 
York banks will sell $1 billion of student loans to Sallie Mae. They 
have been more of a passthrough between Sallie Mae and primary 
capital sources, and the students. So provision of loan capital, I 
think, is often mistaken as being the fundamental essence of lend- 
ing. 

Finally, servicing the loans can be done by anybody with a big 
computer. Banks are pretty good at that. But a bank does not have 
to service its own loans and it is quite capable of servicing loans it 
doesn't own. \ 

The point of all this, Mr Panetta, is that direct lending is really 
the question of which agent or agents we involve in the origination 
of loans. And seen in this light, I believe origination ought to be 
mainly in the hands of colleges and universities, which are already 
deeply involved in certifying financial need and attendance, and in 
packaging other sources of financial aid, and that there seem to be 
no particular advantage, especially were we starting de novo, 
which I grant we are not, to involving banks in the origination 
function, which they cannot do completely anyway. 

If I were conceiving of a simple and rational loan program- 
again, were we beginning anew, which we are not—it would be for 
students to apply to colleges for some kind of financial assistance, 
some component of which would often be a loan, which loan would 
be guaranteed and perhaps slightly subsidized by the Government, 
and available and repayable on rates and terms as prescribed by 
law and regulation. 

Eligible universities would then originate the loans, would sell as 
quickly as possible, perhaps in advance, to something that would 
look a lot like Sallie Mae. Call it a national student loan bank, if 
you like, but this entity would essentially purchased guaranteed 
notes from the campuses, and in turn use those to collateralize its 
own paper to tap the primary savings sources. I would prefer to 
have this national student loan bank service all the loans. 

A few colleges and universities might prefer to do their own col- 
lections, but they would have to bear some due diligence risk in 
order to be allowed to do so. Some substantial part of the capitali- 
zation and the servicing I think should be contracted directly to 
qualified State agencies or possibly put out to bid to private second- 
ary market loan servicing agencies. 

Commercial banks I would see having no role in loan origination, 
but potentially major roles in loan servicing by contract, or poten- 
tial major roles in providing loan capital by purchasing the paper 
of the secondary market. Maybe then, in addition, you could 
employ the IRS to collect. Maybe, if you would like, you can have 
income contingency. Perhaps you could tap into Social Security. 
Possibly you could do other things. 

But those are all, I believe, utterly subsidiary to what I think is 
the fundamental question of who or what, as between the colleges 
themselves or the commercial banks, should originate the bans, 
and how should the accounting system reflect the true Federal tax- 
payer costs. 



er|c 



53 •• 



50 



My sense is that moving student lending more toward onpna- 
tion by colleges and universities is sensible, because 1 thmk it is 
more efficient, more effective. It uses the financial aid aPParatus 
that we have on universities and colleges. It couid use effective y 
♦he by-and-large very effective State guarantee agencies. It would 
move federally sponsored student loans away from commercial 
bank origination, where it has never resided in complete comtort, 
but keep the banks involved as a provider of capital. 

The model that I have described really w not a P;;!""^ joa" 
model. It is rather, more like the old FISL model, the old federally 
insured model, where certain universities and colleges were al- 
lowed to become lenders within the student loan program. 

To ask, "Are we going to have a guaranteed student loan pro- 
gram or not?" I think, is a misleading question. If guarantee means 
bearing risk, only the Federal taxpayer can ever bear the risk on 
what are fundamentally risky loans unless we choose to stop 
making loans available without risk rating, available only to 
whomever banks feel comfortable doing business with, and that is 
a whole vastly different policy issue that I think is not a budgetary 

°"f would hope the Congress would not move in that direction. I 
would hope it would continue making loans as available as equita- 
bly and as without risk rating as possible, a d that the Congress 
would seriously consider a program in which a substantial number, 
preferably a sampling of different kinds of mstitutions would be al- 
lowed to originate guaranteed student loans, passing the paper on 
immediately to Sallie Mae, divesting themselves therefore of servic- 
ing responsibilities, which they cannot do well, but retaining that 
alf-critical origination in the hands of the institutions and their ot- 
ficGrs* 

That concludes my testimony, sir. 

[The prepared statement of Mr. Johnstone may be found at end 
of hearing.] 

The Chairman. Thank you very much. Dr. Nolan. 

STATEMENT OF D0N4LD J. NOLAN. DEPUTY COMMISSIONER FOR 
HIGHER AND CONTINUING EDUCATION. NEW YORK ST^E ED^^ 
CATION DEPARTMENT. REPRESENTING STATE HIGHER EDUCA- 
TION EXECUTIVE OFFICERS ASSOCIATION 
Mr. Nolan. Chairman Panetta and distinguished Members of the 
Committee, thank you very much for giving me this opportunity to 
talk with you this morning about reauthorization of the Higher 

^^I^smrcTas Deputy Commissioner of Higher and Continuing Edu- 
cation of the State of New York, but I speak to you today on behalf 
of SHEEO, which represents the 50 executives of statewide higher 
education coordinating and governing boards across the JNation. 

SHEEO seeks your support for a mcgor reform to Title IV ot the 
Higher Education Act, one that would protect the large t^eral in- 
vestment in student assistance by allowing the States to be the ap- 
proving agencies for institutions that receive Title IV tunds. 

In niy written testimony. I lay out some facte and figures, and 1 
review briefly what you have already heard from a variety of 
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sources about problems associated with Title IV. I don't want to go 
into those matters in the brief time that I have today. I prefer to 
direct our collective attention back to the basic purpose of Federal 
student aid, which is to provide access to postcecondary education. 

One thing is clear. Thanks to you and your colleagues in Con- 
gress ajnd your predecessors, Title IV is providing access. We can 
argue about the details, is it enough access, it is for the right 
people, but it clearly is providing access. 

The issue then is, access to what? I believe your expectations are 
the same as ours. We all want and expect access to a quality educa- 
tion. The question is. Are we achieving that goal through Federal 
student aid? 

In my judgment, far too often, I am sorry to say, the answer is 
that we are not. So how do we together assure that Federal student 
aid dollars are spent at institutions that meet standards of quality? 

Currently, the Federal Government relies on three measures to 
determine a school or college's eligibility to participate in Title IV 

Erograms, and it might be a good idea this morning to review those 
riefly. 

First, the institution has to demonstrate to the Secretary of Edu- 
cation its abilitv to manage and administer the Federal aid pro- 
grams entrusted to it. 

The second, is that the institution must be licensed or otherwise 
authoriiiied to operate by the State in which it is located. 

And third, the institution must be accredited hy an association or 
an agency recognized by the Secretary as a reliable authority in 
judging what constitutes satisfactory education and training. 

From my vantage point and that of my colleagues in far too 
many other States, the current system, which is supposed to assure 
quality, just isn't working. Too many students aren t receiving the 
education they enrolled to pursue. Too many are not completing in 
a timely manner. Too many of them who do complete are iW-pre- 
pared for their chosen job or profession or graduate study. Too 
many are the victims of school closures in the middle of their stud- 
ies, with loans they didn't know they had taken, with debts they 
were unable to pay. 

The Government is estimating defaults in excess of $3 billion for 
fiscal year 1991. 1 know you will hear more about that later. 

The Congress has wo/ked to curb loan defaults during the past 
decade. I note there are 17 pieces of Federal legislation enacted to 
address defaults during that period. There have been other impor- 
tant adjustments made to improve the system. But as important as 
these efforts are, we in SHEEO believe that the one way to offer 
long-term protection to students and Federal taxpayers is to en- 
courage the States to serve as the agencies that assure the integri- 
ty of the institutions and programs receiving Title IV funds, all 
done in partnership with the Secretary. 

This approach is a major feature of the integrity in the Higher 
Education Act of 1991, which was introduced in June by Represent- 
atives Goodling of Pennsylvania and Lowey of New York. 

Our research indicates that within the past few years, many 
States have enacted \oi *s tc protect their students from fraud and 
abuse, especially at vocational and trade schools where most of the 
abuses have been uncovered and where Title IV fv nds comprise the 
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final funding source. I note California and New York as two exam- 
ples where this kind of legislation has occurred. 

However, several shortcomings do remain. First, the function of 
State oversight for noncollegiate institutions often rests with a sec- 
ondary, not a postsecondary agencv 

Second, the funding for enforceviient has been limited because ot 
the lack of priority given to oversight activities by the secondary 

^Amf third, many States continue to emphasize business and fi- 
nancial practices rather than broader concerns with educational ef- 
fectiveness, which is of essential concern to many Federal and 
State policymakers. , . , . rr 

The proposed integrity in higher education legislation otters an 
alternative that would save the Federal treasury much more than 
it would cost to implement, and in our view, is the best hope tor 
assuring long-term accountability in Title IV programs. 

What would this legislation do? Well, it would authorize the Sec- 
retary to enter into agreements with the State, to establish a State 
postsecondary approving agency. The Secretary would provide 
funds to the agency to review and approve postsecondary institu- 
tions and programs for purposes of Title IV eligibility. 

Each postsecondary approving agency would be the single con- 
tact point with the Secretary for that State, regardless of how 
many separate agencies actually performed review and approval 
functions for the State. 

The legislation spells out those areas in which State standards 
would have to be established. These standards would be developed 
in consultation with the institutions of the State, and they could be 
different for different classes of institutions within the States. 

The States would be reimbursed for their approving activities 
with a cap of 1 percent of the total Title IV appropri'itions. We see 
this is a risk management effort well worth taking. 

Will our approach increase the chances of the federally aided 
student receiving a quality education? We believe it will. 

Among the standards that participating States would be required 
to develop, and again I emphasize in consultation with the affected 
institutions, are those that deal not only with the conditions of edu- 
cation, but also the result of the educational program. 

Let me put that anot'/ier way. An institution that wanted to be 
found eligible for Title IV would have to meet published standards 
for such areas as adequate finance, facilities, faculty, curriculurn, 
student support services, all the things that we now do, and it 
would have to demonstrate that the achievement of its students is 
of sufficient quality that it provides satisfactory education and 
training. ^ , j 

Many States have addressed the issue of postsecondary educa- 
tional integrity and quality in recent years, with mixed results. Let 
me briefly describe what has happened in the State that I know 
best New York. 

Our board of regents has sweeping powers to review and approve 
all levels of postsecondary education offered by all types of institu- 
tions: Public, private nonprofit, and proprietary. Among our 
degree-granting institutions, our review activities have consistently 
led to program improvement and in some cases discontinuance. 
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We have strong initial approval procedures, and that serves to 
deter the establishment oi weak programs. And despite these 
strong regulatory provisions, we have been able to work collegially 
with our nearly 250 colleges and universities, many of which are 
world class institutions. I am joined by my colleague from one here 
today. 

New York nas separate standards for schools that do not offer 
degree credit instruction, namely, the occupational, trade, vocation- 
al and technical schools that are primarily nondegree schools but 
they are for-profit corporations. Last year our legislature strength- 
ened our authority to regulate these schools and that new system 
is working quite efTectively without limiting access. 

So why turn to the States to assure quality? I think there are 
several good reasons. 

First, the States are closer to the action, and since problems that 
affect their residents are more likely to get attention, they will pro- 
vide vigorous oversight. 

Second, we believe it is in the national interest to e isure strong 
oversight by a Governmental body that is responsible to the public. 
The States can do just that. 

And third, the States are willing to assume this responsibility. 

In our view, the Goodling-Lowey proposal is central to the resto- 
ration of public confidence in the integrity and quality of postsec- 
ondary institutions whose students receive Federrl assistance. We 
believe that students and taxpayers will be bett'jr served through 
the enactment of this legislation. 

I thank you very much for your attention, and look forward to 
your questions. 

[The prepared statement of Mr. Nolan may be found at end of 
hearing.] 

The Chairman. Thank you. Before we proceed with testimony, 
we have a vote, and I would like to go ahead and call a brief recess 
in order to get that vote, so we will reconvene in about 10 minutes. 



Mr. DuRBiN [presiding]. I would like to welcome the panel to 
return. At this point, I believe, Ms. Coolidge, it is time for your tes- 
timony. We welcome your attendance here today. Please proceed. 

STATEMENT OF NANCY COOLIDGE, PRINCIPAL ADMINISTRATIVE 
ANALYST-STUDENT FINANCIAL SUPPORT, OFFICE OF THE 
PRESIDENT, UNIVERSITY OF CALIFORNIA 

Ms. CoouDGE. Thank you, Mr. Durbin. 

Good morning. I am Nancy Coolidge, Principal Administrative 
Analyst— Student Financial Support, at the Office of the President 
of the University of California. The Office of the President is the 
systemwide administration for the university, which comprises 
nine campuses and enrolls 160,000 students. 

On behalf of the university, I thank you for providing me this 
opportunity to address you on topics related to student financial 
support and the reauthorization of the Higher Education Act of 
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This morning I want to focus on a number . ^ student support 
issues that are of particular importance to the university: The at- 
fordability of postsecondary education for low- and middle-income 
students, the cost to institutions of administering student support 
programs, and student support for graduate stadents. 

Tlie university's needy undergraduates rely on Federal Imancial 
aid for access to a university education, and grant support for the 
neediest students is the cornerstone Oi" this opportunity. The pres- 
ervation of the grant programs and a restoration of the purchasing 
power of the Pell §rant, therefore, must be essential tasks for the 
upcoming reauthorization. 

I want to turn to a discussion about the university s growing con- 
cern about those individuals who do not quite qualify for need- 
based Federal financial aid and are finding it increasingly ditticult 
to finance education. Students in California and other high-cost 
states are disadvantaged in establishing their need for financial aid 
to help meet the cost of attending a college or universitjr. 

Congressional methodology recognizes differences in income, but 
does not place much emphasis ou expenses. A family of four living 
on a $40,000 income in San Francisco is not likely to be able to con- 
tribute as much toward college costs as a family of four living on 
the same income in a lower-cost city. <• _ i 

But the Federal means-test would require each of these twnilies 
to contribute the same amount of money toward the cost of their 
child's education. In California, we are hearing more and more 
from familieb that are considered "middl'J-income by Federal 
standards, but who, after trimming their spending, reducing iheir 
standard of living, and taking out loans, can barely meet the cost 
of education at their own State's public universities. 

The lower-middle income families that are just over thefinancial 
aid eligibility threshold are particularly hard-pressed. They have 
few or no assets to draw upon to lever cash or credit to pay tor col- 
lege. In m^or cities and suburbs in California, families of four with 
$40,000 incomes do not often own a home, particularly if they are 
trying to buy them in recent years. . j 

If they should be so fortunate as to purchase a home, they do not 
have enough unencumbered cash to be eligible for many loans. 
Among lower-income students already enrolled at the university, 
most are working. Many are borrowing. But all complain that they 
feel a need for additional support to help reduce the financial pres- 
sure they are under. , . , .« ^, r n 
We encourage our students to limit their work, if they are tull- 
time students, not to work more than 20 hours a week, because we 
have got evidence to demonstrate that work in excess of ^0 houis 
usually means a reduced credit load and also extends their time in 
college, which is not necessarily cost-effective. Work in excess ot 
hour- a week is also associated with poorer performance, which ai- 
feci ' • students' ability to compete for graduate school. Admis- 
sion I. .uch programs is very important to most of o ir students. 

So we feel most of the people on financial aid are at capacity in 
terms of how much they can work and make a contribution to their 
own support. Among families who a»'e looking to the future and 
trying to gage whether they can send th^ir children to the Univer- 
sity of Califoi % many are frustrated to learn that hey are not 
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officially neei y, when they are well aware they cannot produce the 
$11,000 or so that it costs for a California resident to attend the 
university. Of that $11,000, about $2,500 is tuition ani fees, and the 
rest is living expenses in California. 

We all need to be concerned that this gap between costs and re- 
sources may be affecting college choice across the country. There is 
more and more discussion of the fact that students are downsizing 
their dreams of attending the college most suited to their ^oals be- 
cause they and their families just can't afford it. 

I was asked recentlv about access and whether or not the sorts of 
problems I am describing would actually prevent access to postsec- 
oudary education for these low^r middle-income families who do 
not qualify for aid. While it is true that in California we have an 
excellent access system in our community colleges, it is also true 
that the highest risk students who are eligible for admission to the 
university when they graduate from high school are not as likely to 
persist to a bachelor's degree if they attend a community college 
rather than enter tne university as freshmen. 

As you may be aware, California will not be able to main':'^in its 
own current level of support for postsecondary education during 
this new fiscal year. As part of an overall plan to deal with a sig- 
nificant reduction in our State s budget for the university, we have 
been forced to raise the student fees by $650. This increase will ex- 
acerbate the problems o. families who are just above the cutoff for 
need-based aid. 

The university has created a separate new financial aid program 
in order to cover the cost of this fee increase for all needy students. 
This program provides a combination of grant and loan support to 
students with the neediest students receiving full grant coverage 
and the slightly higher income students receiving a combination of 
grant and loan. 

In response to the increase in requests from families who do not 
qualify as needy by Feueral stand -*rds, we are also exploring the 
possibility of establishing a minimally subsidized loan program 
that would provide another source of loans for students who do not 
qualify for need-based grants and sibsidized loans under Congres- 
sional methodologies. 

Part of the development must include the provision of ndditicnal 
resources fcj provide some level of subsidy to assure that these mod- 
erate-income students I have been speaking about are not squeezed 
out rf a university education if they are otherwise prepared to par- 
ticipate. 

The Administration's current proposal to limit Pell grants to stu- 
dents and families with incomes less than $10,000 goes too far. We 
have examined our data and suggest to you that almost 10,000 stu- 
dents in our university would be eliminated from the Pell program. 

Forty-two percent of our dependent undergraduates would no 
longer be eligible for Pell grants. Many very needy students will be 
excluded if this suggestion is adopted. 

In additionv as current congressional proposals suggest, more 
needs to be done for the moderate and middle-income family. I 
would suggest) therefore, that Congress take this reauthorization 
opportunity, spread the Federal subsidy more broadly by establish- 
ing a sliding scale that would target the greatest subsidy to the 



56 



poorest students in the form of grants, while maintaining some 
evel of subsidized support for a greater range of students and tami- 
lies Although the interest may not be fully subsidized, guaranteed 
loans should be available to students with higher incomes. 

The second topic I want to bring before you this morning con- 
cerns an area of student support that does not receive as much 
press as Pell grants and guaranteed loans, but is nonetheless ex- 
tremely important to the university and to the country as a whole, 
the support of graduate students in general and of doctoral stu- 
dents in particular. , , . ^. j c 
The University of Calirornia plays a key role in the education ot 
doctoral students. Ten percent of the Ph.D.s in oi- country are 
from the University of California. The vitality of our national econ- 
omy and our ability to compete in the worldwide marketplace are 
tied to continued excellence in graduate education. 

The United States is on the brink of a real and potentially dam- 
aging shortage of college and university faculty. This shortage will 
affect education and research at all levels. It will be felt in conimu- 
nity colleges, private colleges, and in universities. It will attect the 
education and training of the Nation's elementary and secondary 

teachers • 
It will affect the technology transfer between and among the uni- 
versities and the private sector. This situation, however, presents 
the Nation with an opportunity to diversify the faculty, providing 
we can recruit and obtain outstanding students from all back- 

^"Graduate student support is a vital underpinning of this effort. 
Although much of graduate student support is provided by institu- 
tions themselves and by Federal research grants, I want to empha- 
size the importance that the Higher Education Act plays in affirm- 
ing Congressional interest in the development of a diverse tuture 

*^^In^addition, the act authorizes programs that support graduate 
education in the fine arts, social sciences, humanities, and foreign 
language. Although the Ph.D. shortage in science and engineering 
has been well-documented recently, the faculty shortage in the 
arts, humanities and social sciences will be just as severe anu 

*^T"revitalization of the Federal commitment to graduate educa- 
tion in these fields through an increased investment in teliowships, 
training giants and research assistanceships is crucial. 

Thank you again for giving me this opportunity. I will be glad to 
answer questions. 

[The prepared statement of Ms. Coolidge may be found at end of 
hearing.] 

Mr. DuKBiN. Ms. Fraas, welcome to the panel, and we invite you 
now to testify. 

STATEMENT OF CHARLOTTE J. FKAAS, SPECIALIST IN SOCIAL 
LEGISLATION, CONGRESSIONAL RESEARCH SERVICE 

Ms. Fraas. Thank you, Mr. Durbin. 

I have followed the default situation closely as part ot my duties 
as the CRS analyst primarily responsible for the GSL program. 
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The costs of GSL defaults to the Federal Government of $3.5 bil- 
lion are an all-time high. Why? One reason is a rise in the volume 
of loans in repayment, resulting from increases in principal bor- 
rowed annually: Increases in the sheer size of the program. The 
other reason is a rise in the rate of defaults, attributable to in- 
creases in the use of the program by high financial risk borrowers 
who subsequently default. 

The GSL program has grown significantly in the 1980's. In fiscal 
year 1980, about $4.6 billion in loan principal was disbursed. Dis- 
bursements in fiscal year 1991 will be an estimated $11 billion. 
During the same 11-year period, obligations for defaults increased 
from $263 million to $3.5 billion. 

With regard to these increases in default costs, an important con- 
sideration is that the more loan principal borrowed, the more loan 
principal enters repayment, and the more money is subje^^* to de- 
fault. 

For example, in fiscal year 1980, about $3.7 billion in GSL princi- 
pal was in repayment from loans that had been borrowed since the 
program began in fiscal year 1966. At the beginning of fiscal year 
1991, $34.3 billion in GSLs was in repayment. Ever with stable de- 
fault rates, a rise in default costs would occur. 

Collections on defaulted loans partially offset total Federal de- 
fault costs, Table 2 on page 5 of my testimony shows annual collec- 
tions since fiscal vear 1980. Since fiscal year 1980, GSL collections 
have risen from $68 million to an estimated $880 million in fiscal 
year 1991. 

The IRS offset program, which has existed since 1986, attaches 
Federal tax refunds due GSL defaulters and applies the amount to 
the debt they owe the Federal Government. Over a billion dollars 
has been collected through this program, which will expire Janu- 
ary 10, 1994. 

The second reason for the rise in default costs is increases in the 
default rate due to borrowing by high financial risk students. This 
is evidenced by increases in the 1980's in the proportion of GSL 
borrowers who attend proprietary schools. 

Department of Education data show that in fiscal year 1980, 7.5 
percent of Stafford loan borrowers were proprietary school students 
and they borrowed about 6 percent of loan volume. By 1989, propri- 
etary school student borrowing increased to about 33 percent and 
their loan volume to 27 percent. 

The Stafford loan program, the largest of the GSL programs, pro- 
vides subsidized loans to low-income students on the basis of need. 
A reason proprietary school student borrowing is on the increase is 
that such students tend to be low income and the schools tend to be 
more expensive so the students qualify for significant amounts of 
student aid. 

A 1986 student aid survey found 67 percent of proprietary school 
students borrowed GSLs, compared to a nonproprietary school bor- 
rower rate of about 18 percent. 

Even more significant has been the recent use of smaller unsub- 
sidized Supplemental Loans for Students, SLS, program by proprie- 
tary school students. After 1986 program amendments eliminated a 
limitation on the u^e of such loans by mdependent undergraduates, 
SLS loan volume jumped from $279 million in fiscal year 1986 to 

ER?C (;i 



58 



over $2 billion by fiscal year 1988, a^d the bulk of the increase was 
attributable to borrowing by pror^^-ietary school students. 

The proportion of SLS h< owers attending proprietary schools 
'as about 10 percent in fist ' year 1986 rising to over 50 percent in 
fiscal year 1987 and to 65 percent in fiscal year 1988. 

Such patterns of borrowing are believed to have increased de- 
fault rates because proprietary school students default at signifi- 
cantly higher rates than students attending other types of institu- 

*^°ED analyzed a random sample of Stafford loan borrowers who 
entered repayment in fiscal year 1985 and found that 50.6 percent 
of proprietary school borrowers defaulted on their loans by the end 
of fiscal year 1988. This compared to about a third of community 
college students; default rates for students at 4-year schools are 
considerably lower. The average default rate was 26.0 percent tor 

this cohort. , , ^ i. u „uo xt 

Why are proprietary school student default rates so nighi' ISo 
studies have been conducted on proprietary school borrowers, per 
se to answer the question. Studies of loan defaults indicate that 
the major cb^iracteristics of defaulters arr also the characteristics 
of students more commonly served by proprietary schools: Low 
income of the student or his or her family; enrollment in a short- 
term course of study; low loan balance. ^ . e 
Some believe that abusive practices by, nr characteristics ot, 
some schools— misleading advertising, recruitment of unqualified 
students, poor educational programs— contribute to a student s pro- 
clivity to default. ., . , , . i. 4.- 11 

What we can determine from available data is that nationally, 
defaults are rising. Historical measures of GSL default rates based 
on cumulative program experience suggest that we have been expe- 
riencing a worsening default situation, particularly since fiscal 

year 1986. , , . ^ ^, r- i 

Last week ED released its national analvsis of the fiscal year 
1987 through fiscal year 1989 cohort default rates used to imple- 
ment provisions of the recent reconciliation laws, and these data 
indicated a notable rise in defaults. The fiscal year 1987 cohort ot 
borrowers had a 17.6 percent default rate nationally. This rate tor 
the fiscal year 1989 cohort was 20.1 percent. The cohort used is bor- 
rowers entering repayment in a given fiscal year. The rate is the 
number of such borrowers who iefault by the end of the tollowing 
fiscal year divided by the total borrowers in the cohort. 

In the 101st Ck)ngress two major budget reconciliation laws were 
enacted to achieve GSL program savings Primarily through reduc- 
ing defaults: The Omnibus Budget Reconciliation Acts (OBRA) ot 
1989 and 1990. , , j u i 

The most significant provisions of both laws sanctioned schools 
whose students default at high rates by limiting their participation 
in the program. , . , , . 

OBRA 1989, effective January 1, 1990, prohibits undergraduate 
students at schools with cohort default rates of 30 percent and over 
from borrowing SLS loans. OBRA 1990 makes schools with cohort 
default rates of 35 percent and over for each of the three mMt 
recent fiscal years ineligible for participation in any ot the U&L 
programs effective July 1, 1991. 
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It is too early to assess the effects of these laws on default costs 
because there is a considerable time lag between the time a loan is 
disbursed to the borrower and a default claim is paid by the Feder- 
al Government. 

According to program analysts, roost Federal GSL default claims 
are paid an average of three to 5 years after a loan is snadf* to the 
student. Defaults would be expected to show up earlier for SLS 
loans, which enter repayment status sooner than vStafford loans, or 
if borrowers are mostly in short-term educational programs. For 
example, defaults on loans to proprietary '>^chm\ students tend to 
pi^ak about 2 years after the loans are disbi r^i^'d. 

The effects of the 1989 OBRA on Federrl default co^ts, therefore, 
will not be apparent until fiBcal ye^v 1992 at thf: earliest. We can, 
however, make some preliminary observations on po^jsible effects of 
OBRA 1989 on SLS progr^fir. participation ^iv^t 'oald have impor- 
ti^nt implications for defs'.>its. 

The Department of >:kiucation report? ihat und^^rgraduate stu- 
dents at 712 high r?oxaull iiichools v;i rf made iudigible for SLS 
loans between Mir ch IQWj and this Juiy under p^^o v isions of OBRA 
1989: 601 of tnerso schools were proprietary schoolrr. 

GSL progvBiM data ow^ $615 nullion reduciion in SLS bor- 
rowing by f-3 : prietary rv hooi students bet ween fiscal yea: 1989 and 
fiscal year i)90. AIgc, oi interest vvao ahouT a million decline 
in Stafford loan borwwing by such 3* ud^^ni^, 

If you assume, r.ased cvi : vi'uv'v <y' u^ ivOilir^d dollars, that at 
least 45 percent of the $i bv\^ii n ndo^Mu^n in ^ri^L principal bor- 
rowed by proprietary sciic<)5 ;;adent;; won^d :A f >rnc^ time default— 
probabiy for this group aUenvixtg^ high default bchool^- it would be a 
higher rate— then you would ^:Jventually rean?.e^ cjigvjHicant cost sav- 
ings from this fiscal year 1990 volume redi ctJo/i aiono, 

Ba^ad on provisions of OliKA 1990, ITc r .ba)5ii have been noti- 
fied that they are subject to program le^ a^uiation. The effects of 
the elimination of these additional schools from GSL program par- 
ticipiition on loan volume will not be apparent until fiscal year 
1992 at the earliest, with effects on defaults being indicated several 
years later. 

A couple of other factors may influence GSL defaults over the 
next few years that could offset savings that might l>e realized 
through the reconciliation laws. For fiscal year 1991, ED has reesti- 
mated Federal default cost^ from $2.8 billion to $3.5 billion, based 
on increases default claims coming into the Department, 

Program h alysts suspect that the recession may be one factor 
causing tbi increase. The recession began about July 1990 and 
roughly 9 months later claims began to increase beyond expected 
levels — the minimum period a loan could go into default and a 
claim filed. An important question is why loan deferments avail- 
able for unemployed borrowers would not help counteract the ef- 
fects of the recession. 

Another factor that may be resulting in higher defaults in fiscal 
year 1991 might be an unintended consequence of the SLS restric- 
tion. Some propose that students who attended schools that closed 
as a result of losing SLS eligibility may believe that they have no 
obligation to repay their GSL since their educational program was 
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incomplete: We may now be seeing ttie results of fiscal year 1990 
school closures in increased defaults. j r 

The challenge in considering future options to reduce defaults is 
balancing budget policy with program policy goals. Since 1980, ton- 
g?ei has enacted some 17 different laws, to one degree or another 

Sim^opt^^t^^^ are likely to have the greatest impact 
on reducing default costs would be those to further reduce loan 
volume or the participation of borrowers most prune to default in 

%ne%Uon£t could significantly -du- defaul^^ would be t^^ 
further fower the default threshold for school eligibility for G^^^^^ 
With this alternative, you face the consequence of reducing the 
access of some students to Federal student aid, and potentially to 

'r:XtTpi^XZne.e the same goal would be to deny loans 
to certain default prone student groups and increase other types of 
student aid for them, such as Pell grants. This would require signif- 
icant increases in appropriations for the non-GSL student aid pro- 

^XotheToptTon that might be considered would be to increase re- 
ceipts coming into the G%L program to offset default costs Now 
both students%nd guaranty agencies pay certain ^es to r«du^^^^^^^ 
gram costs. Some new GSL participation fee for schools might be 

""^rSfauk^reduction proposals concentrating on preventing defaults 
among the current borrower population or imrroving collection ^^^^ 
forts would arguably have less of an impact on future default costs 
than those discussed above. , 

This is because important default reduction efforts have already 
been undertaken in these areas and that current costs are largely 
driven by loan volume and the nature of the current borrowers. 

This concludes my remarks. I will be happy to answer any fur- 
ther questions you may have. 

[The prepared statement of Ms. Fraas may be tound at end of 
hearing.] 

The Chairman. Let me yield to Dick Durbin, who is here, and 
has to go to another appointment, if he has any questions. 
Mr. DURBIK I have two or three questions. 

I missed the first two witnesses, Jut I have reviewed their testi 
mony. I am struck by one element here. I am an easy vote for edu- 
cation. I do my best to put funds in education. I just don i oumk we 

"^Vhe^^n^reased cost of higher education for me and my wife and 
mrfarJSly hive hit us prettv hard. I note that when »t comes to 
health care, we have imoosed some serious cost conteinment on in- 
stitutions providing health care. In return, we have said we will 
continue a Medicare program and Medicaid prograrn. 

What is being don? in the area of Government-directed supjrvi- 
sion or monitored cost containment in higher education? Year-in 
and yearTut, we hear that the cost of higher education exceeds the 
mte of inflation. Is this absolutely necessary? Can money be saved 
and still provide quality education? 
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I will open it to the panel 

Mr. Johnstone. I would be happy to try that with two responses. 
One is that I think the celebrated cost of higher education really 
means, for most people, the rapidly rising tuition component of the 
total cost packages that frighten all of us, particularly those of us 
who have children in the higher priced private sector. 

I am always amused when the New York Times waits eagerly for 
the new tuition of Bennington College as though it had some public 
policy significance. I have 400,000 students in the State University 
of New York, who until this year had not experienced a tuition in- 
crease in 8 years. This was the utter extreme. It should have gone 
up more along the way. 

But when one asks whether there is waste or profligacy behind 
these costs, at least in the sector I know about, the one I am re- 
sponsible for, which includes 64 institutions and about 70,000 staff, 
the answer is that our real costs have gone down, not up. We have 
lost about 10 percent of our real resources in the last decade. 

There is nothing remotely profligate in this sector, and I think in 
most public sectors of which I am aware. There have been by and 
large decreases in, measured in real terms, which is principally in 
number of staff. 

You asked whether cost of higher education ought to be, can be, 
should be above the rate of inflation, or below or at the rate of in- 
flation. My honest answer to that is that probably, year-in and 
year-out, it will average above the rate of inflation for the sheer 
reason that the rate of inflation is an average. 

An average is, of course, something like the middle. It is the 



mean of a whole bunch of price increases, specifically of products 
that are commonly purchased by the average urban family of four. 
About half of the price increases that go into the CPI are, of 
course, above the CPI. The other half are below the CPI. 

Almost everything which is highly labor intensive is going to be 
in the top half. The costs of symphony orchestras, social work, 
health care, and education will tend to be in the half of the cost 
increases that are above the average, counterbalanced by the costs? 
of goods where there are year-in and year-out opportunities for sub- 
stitution of capital for labor and thus for continuous cost decreases. 
So the cost of higher education will tend to go up something in ad- 
vance of the cost of living on average. 

If institutions are experiencing a real enrichment, and that has 
happened in some campuses— the cost will go up even more. Such 
enrichment has tended to happen in that part of the private sector 
where families were lining up eager to purchase, at nigh tuitions, 
those enhanced higher education services, and while I do not 
always understand why parents want so much or are willing to pay 
so much, I don't infer an)rthing either untoward or out of the ordi- 
nary or anything to be surprised about in such tuition increases in 
the pricey private sector. 

Mr. Nolan. If I could add to the perspective from the office that 
oversees 250 institutions, including the 90 in the public sector, all 
those remaining in the nonpublic, it is a struggle for the independ- 
ent institutions as well, as costs have continued to rise, and finan- 
cial aid has not kept pace. And budgets across the Nation in 30 
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States last year were cut in higher education on an average of 4 
percent, so Government is taking a step in the other direction to 

reduce its support. , r ^i. • ^ • Ko;r.« 

Much of it is being passed on— much of the impact is Deing 
passed on to the parents, and I know for the independent sector in 
New York State, they have gone from $100 million or so in unfund- 
ed student aid to $500 million in unfunded student aid, in many 
respects robbing Peter to pay Paul to go to college. 

It is a tough one to deal with for our part, from the coordinating 
board's level. We are asking public and the private colleges to look 
at the issue in a way that cuts the cost because the States are not 
going to continue to be able to provide huge subsidies to provide 
the costs for higher education. o «f wi 

Ms. Ck)OLiDGE. On the last two paragraphs of page 2 of my testi- 
mony and the chart at the back address what you are speaking to, 
and the university of California has calculated that we spend '^ii 
million a year to administer campus-based financial aid right now, 
for which we are actually reimbursed less than 10 percent in ad- 
ministrative cost allowances. 

But we have made several suggestions we think would relieve 
some of that administrative burden. If we were not spending that 
$22 million on administrative cost allowances, presumably we 
would spend it in another area. And we might not have to charge 
the students so much. We might not be spending so much money in 
what we consider wasteful ways. . 

The suggestions we have made here would allow quality r stiti. 
tions to be excused from certain burdensome and costuy laboi nton- 
sive Federal requirements associated with campu-^ based student 
aid. We think we would save some money that way. 

If you are looking for cost containment ideas, v o have one in- 
cluded in our written testimony. 
Mr. DuRBiN. Thank you. . . ^ .'i tuo 

Ms Fraas, you have addressed an issue that comes up ail tne 
time in my district, proprietary schools. I have got to tell yo" 
candor, I just don't know how many beauticians and cosmetologists 
we need in my part of the world, but we sure have an abundance of 
these schools that provide guaranteed student loans to young 
women primarily, but young men as well, to acquire these skills. 
There is a great default rate. . 

I don't see that many beauty parlors opening, which might sug- 
gest that there are graduates who are meeting some unmet need at 

the moment. , , , .. „ ^;„„fo 

In defense, these schools come back to us and say, wait a mmute, 
we don't get the best students; we get the folks tresh off welfare 
we get the folks who dropped out of high school; we are expected to 
try to resurrect a RIF; we have got a little tougher challenge than 
a community college or a university when it comes to education 
and, therefore, don^t be surprised at the default rate. 

I think that is part of vour testimony here, the nature ot the 
person who is defaulting, the individual going into the system. 

The question I have, coming at it from the opposite perspective 
is. What kind ot measure have you come across or seen that the 
product coming .ut of the proprietary school is actually enhanced. 
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that we are actually spending money and getting results for it, 
albeit small results, but, some results? 

Are we getting a student from this process, even with the risky 
student population and higher default rate, who is going to be 
more productive in society? Are there any surveys on that? 

Ms. Fraas. No, there are no surveys that I know of. 

I feel certain that the proprietary school trade associations, such 
as the National Association of Trade and Technical Schools, could 
give you some more complete information in that area. There is 
very little we can say generally about the outcome of postsecond- 
ary education, let alone proprietary education. We can measure de- 
grees for degree-granting institutions, but the area of trade and 
technological education is a very, very difficult one to get a handle 
on outcomec^. 

As you may know, there were some regulations that were issued 
several years ago that were quite controversial to control defaults. 
One aspect of those regulations was to require vocational technical 
schools — that would include community colleges in addition to pro- 
prietary schools— to have certain outcome measures to participate 
in student aid programs. 

Those regulations were later repealed by the Student Right-to- 
Know and Campus Security Act, because the community colleges 
said the approach of the regulations was unfair to them because 
the type of students they had and educational programs such stu- 
dents pursued did not always result in a degree and that many 
community colleges would have, as a result, low graduation rates. 

There is a perpetual problem, I think, in trying to deal with the 
diversity of postsecondary education and what is supposed to come 
out of it and judging whether the Federal Government is getting 
what it is paying for. 

Mr. DuRBiN. I would like to hear your comments on a situation 
in West Virginia where, as I understand it, a student basically 
came back and said, "I didn^t get an education on this, and I 
shouldn^t have to pay.'* As I understand it, a court agreed with 
them. 

Ms. Fraas. I believe the essence of that case was whether the 
lender was equally liable as the school— whether the connection 
could be made that the lender had a relationship with the institu- 
tion. 

And basically, the outcome was that the judge said, yes, indeed, 
you could make that connection. 

Mr. DuRBiN. Thank you very much, Mr. Chairman. 

The Chairman. Mr. Houghton. 

Mr. Houghton. Thank you, Mr. Chairman. 

I may be oversimplifying this, but it seems to me you have got 
two problems. One: Proprietary schools. You have got control of 
your receivables. Either you monitor it, garnish people's wages, or 
monitor the schools. But, it is clear that it has gotten out of con- 
trol. We can get this problem back in control. To me, it is a black 
and white case. 

And two: How much we spend for primary and secondary educa- 
tion, graduate education, and vocational education. I remember— 
and I am old enough to remember— when the community colleges 
in New York State were started. I am not sure whether they start- 
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ed about the same time as California or not. The whole concept of 
the community college, was to give a person a chance to get a rea- 
lionably priced education and still live at home. They could then 
generate enough income to have the basic economical nut to 
build on or borrow against. , 

But now you are saying that community colleges aren t adequate 
that we have to do something more here. And I guess the question 
which we all wrestle with is: Should the Federal Government 
far more involved In the education? In other words, should the fed- 
eral Government have the same basic stake in education as it does 

^^And if the Federal Government has a big stake in education and 
in health, should it then assure a job? At what point do we stop? 
We have so many conflicting demands placed upon us. What about 
the 7 million kids who are really disadvantaged. You know they 
are going to get into trouble because of where they live, because of 
deSaphics and because of their families. Maybe we should put 

all cur effort here. ^ , , , , . i 

So, there is a broad spectrum of problems that need money. 
Maybe you could help sharpen our focus a little bit. . . .. 

Mr Nolan. Why don't I pick up where we were talking just 
before the Committee convened. 

One of the efforts that has received widespread support, keeping 
the focus on education for those youngsters that are at nsk that 
you were just describing, is to encourage at the Federa^l level, part- 
nerships between the schools and the colleges and through early 
identification of the individuals who need tRe help, need to know 
that their aspirations can be met with higher education at the end, 
if they stay with it as they work their way through the school 

'^TCse kinds of efforts are underway in New York, as giancellor 
Johnstone can concur here. The Liberty partnership effort is one 
that does that, and really has been very successful within the 

^*But I know that that exists right across the country, building o" 
the "I have a dream" foundation approach. That's only one aspect 

° I Still come back to the basic issue of the quality of the education 
in which the Federal Government is investing something on tne 
ordlr of $17 billion. Until we look at the results of the education 
that is provided, then I submit we are not going to »^ow whether 
we are investing properly, whether we should be supporting this or 
supporting that. And I believe there are ways we can do that, as 1 
have tried to outline in my testimony. , ^ j „„„ 

Mr. Houghton. So what you suggest is we do not spend any 
more-I don't mean to put words in your mouth-we don t spend 
money on a variety of different areas until we know the essence 
and the quality of the specific program? 

Mr. Nolan. I am not telking about size of the investment at this 
juncture My colleagues are well-positioned to do that. 
^ What I am talking about is that in many cases we know what 
works, we can build on successful experiences. What we know isn t 
wSjis the assessment of quality right now, just witnessed r^^^ 
every different vantage point that we can get. And I think until we 
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make that effort to assess the quality, we are not going to know 
where to invest the best. 

Mr. Houghton. So do vou agree with me or not? 

Mr. Johnstone. I think you should say no. 

Mr. Nolan. I am getting mixed signals. I will go back— simply 
put, we need to invest in those youngsters at risk. I think we have 
got some specific proposcds for doing that, but in the greater con- 
text of how we protect Federal investment in higher education that 
we f re talking about this morning, I think the ver^v key element is 
how we assess the educational outcomes of the variety of producers 
of education at this point. 

Mr. Houghton. Let me try to put that in other words, that if a 
school is providing a quality education—by whatever standard you 
choose to use— tests or samples that you make, it should be sup* 
ported in a different way by the Federal Government through en- 
hanced programs or whatever other supports you have? 

Mr. Nolan. I favor an enhancement of the Pell grant program. I 
favor targeting it to the middle income. I don't favor the targets 
that have been outlined by the Administration. But those are dif- 
ferent questions, and those are questions that really need to be de- 
veloped. 

My point is if we keep tinkering around the edges and avoid the 
central issue of whether or not the educational experience is the 
one we want to invest in, then we won't know the answer to that 
very basic question. 

Mr. Houghton. Any other comments? Could I just continue a 
minute, Mr. Chairman? Any other comments? 

Mr. Johnstone. I think I might give a little different answer. 

My sense is that it is easy in this world and perhaps easy in this 
city, in the case of higher education, to overestimate the relative 
importance of what the Federal Government does as opposed to the 
State government. For me, what is dpne out of Albany is over- 
whelmingly more important than what happens in Washington. 

But the Federal role to me is very clear, somewhat narrow, terri- 
bly important, and has to do overwhelmingly with access and with 
providing minimal financial assistance to students who I think 
would be otherwise unable to attend even with the subsidized 
higher education that we provide in SUNY, and that my colleagues 
elsewhere also provide. 

I don't think the Title IV programs are broken at all. They have 
not kept up with the increase in costs, and I think, therefore, that 
they need to be enhanced. I think it is time for that. But those who 
feel there is some fundamental misalinement, that we are on the 
wrong course, that it just doesn^t work, I believe are incorrect. 

We have chosen to continue a substantial reliance on parents 
more than any other country. We have a substantial reliance on 
students themselves, both through loans and through work, more 
than any other country. I think arguably too much, but I think we 
are up on edge which is still doable. 

Beyond that, we rely on the Government, public sector. State and 
Federal, and the current rough balance between a basic need-based 
grant propram that we call Pell, a variety of loan programs and 
some work study, is an excellent general frameworl. 
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It trot eroded in its role value over time, and that erosion was ex- 
acerbated by what is a difficult problem, the Problem of the p^^^ 
etary sector, in that most of the increase m the Pell grant total 
amount went into the proprietary sector. j;«-,n„u thina 

It is not necessadly wrong, but I thmk that is a difficult thing 
the Government has to deal with. , , . . . « 

Mr. Houghton. How you would conclude that.' 

Mr Johnstone. How I would conclude is that you have basically 
a workable and effective system in Title IV, the Pell grant portion 
of which has been allowed to erode over the years and needs recov- 
ery, and I think also needs the certainty, I would like to say, of 
some day being an entitlement. 

Mr. Houghton. Dr. Nolan. i.u * 

Mr. NoiJ^N. I agree with that, and my testimony points out that 
Title IV comprises about 20 percent of all public support for postr 
secondary e<facation in the^ation, with the other 80 percent 
coming from the States. , « 

Mr. Houghton. Ms. Coohdge and Ms. Fraas. , 

Ms. Ck)OLiDGE. I think the point you may be armng at is some- 
thing that we in the traditional sector of postsecondary education 
worry about. If the Federal Government targetted every kind of 
Federal aid only on the highest risk students, that many of these 
students go to proprietary schools, some to community college, but 
many to proprietary schools, and that students in the traditional 
sector would see very little of Federal support. 

So we are-I am very sympathetic to the testimony given by Dr. 
Nolan, that before the Federal Government does more, they n^ 
to really figure out which schools students should attend for qual- 
ity education. The Federal Government shouldn t give money to 
students who attend schools that do not offer genuine educational 

Ms. Fraas. I think that the biggest issue you face concerning 
Title IV stability has been the effect of the proprietary school stu- 
dent use of the aid programs over the last few years-especially 
the effects of such use on the loan programs, but also on other 
types of student aid. That is as much a general program integrity 
issue as it is an issue specific to that particular sector. 

I think the bottom fine is that the programs were not o>^rseen 
the way they needed to be; and some people got into the program 
who should fiot have been participants. There aopears to be. a lot of 
blame to go around for this that even the Administration will 

ScWls have gotten into the programs that I think even the pro- 
prietary school lobby group rather freely admits should not be. 
&0W you can really judie educational quality what the reauthor- 
izfng^Committees are going to be dealing wi^h oyer the course of 
this Congress when they are considering the reauthorization of the 
student aid programs. „ ^, . 

Mr. Houghton. Thank you, Mr. Chairman. 

The Chairman. Thank you, Mr. Houghton. 

Let me ask Dr. Johnston':?, if I could, we focused on student aid, 
but if you were to combine, look at the research money that has 
been provided by the Federal Government if you look at your over- 
all budget, what percentage of that would be Federal 
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Mr, Johnstone, Well, we would give an answer that would be 
impacted partly by the fact that I have the community colleges, 
fourth-year colleges, as well as research universities, different base. 

I suppose it would be— I have really got to guess here— in the 
nature of probably 20 to 30 percent, but that is a very rough guess. 

The Chairman. Is that true for the University of California? 

Ms. CoouDGE. I think it is similar. We do know that 55 percent 
of all the student support we administer, including Federal re- 
search and science grants and so on, 55 percent of student support 
is Federal. 

The Chairman. Well, as always, it is a question of where you 
draw your resources from, and the reality is that resources flow 
from both the State level as well as the Federal level. The Presi- 
dent, interestingly enough, has made the decision that education is 
important from a national perspective. 

The whole issue of Education 2000 and the goals that are being 
established are goals that are being established at the national 
level for the country nationwide, even though I might quarrel with 
the fact that he ooesn't provide auy resources for it, but obviously 
he is prepared to discuss national goals. 

So there clearly are some national concerns about what is hap- 
pening with education and the level of investment that needs to be 
made with respect to that area. 

I don't think we can just stand aside and tell you you ought to do 
a better job and not at the same time be part of the partnership, 
and probably partnership is the best way to say it. Clearly we do 
have a responsibility to be a partner in this process. 

And so the issue then becomes, if we look at the period between 
now and the year 2000, from a higher education point of view, 
where should we, in developing budgets between now and that 
point, where should we target our resources? 

I guess what I would ask each of you is. If you had that opportu- 
nity to design, where would you target our Federal resources in 
these areas? 

Ms, CoouDOE. The mod?! that I describe today at the University 
of California involves the^heavy subsidy at the bottom in the form 
of Pell grants for the neediest students. 

However, as most of my testimony was dedicated to advocating a 
broader band than is currently the case under Federal methodolo- 
gy, and with a sliding scale, with the combination of grants and 
loans for somewhat less needy students, and at the top of the Fed- 
eral scale we would see people receiving loans with minimal subsi- 
dy. So that sort of range seerps to us to make a lot of sense. 

Obviously, the work study program is also a subsidy. If the range 
,vere extended, the University of California students would benefit. 
In California a family earning $20,000 or $21,000 would be ineligi- 
ble under the Administration's proposal for a Pell grant. 

The secretary in our office earns $21,000, two children, single 
parent, lives in a marginal Oakland neighborhood, does not own a 
car, and her son will not be eligible for a Pell grant if we adopted 
the Administration's proposal. It costs $11,000 a year for total 
costs, fees and living, to go to the University of California. 
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*WSL'",^rnow and the year 2000. if you were 
to^;,%;iru the most taPOrt»»V*'''LH''lIw th°e~?h 
'e?£tti«e«^«^^^^ - . 

« °."en""s^r«hat If ral"tssio„ that the 
Federal GovSnmeK, it would be to adequately fund T.tle IV 
assistance programs that are in place. 

TheSAN^A^^^^^ assume also, properly enforce those 

arii S thTwe doS't have these runaway default problems that 
confront us. Is that a fair statement.' 
Ms. Ck)OUDOE. That is it. ^ 

«Ze«rmSn'Stfat7«^^^^^ 

rr^iifihrwKFwS^^^^ 

pendent on taxpayer sources. . , maximize 

'^We maximize student contributions, and think ^ejiawmi 
philanthropic contributions. That should be, I think, some comiort 

'"^ CHAIRMAN. In an issue area where there is very little com- 

Mr Johnstone. Maybe it should be a warning to you if you want 

'°^hi CHAlkMAra mffffi^^^ on that. And I think there will 
.nSn.fp to irnarticuSHy n now. it is, you know, with 

think we are going to run into more and mor^ ^r^^^^^^^^ 
more and more ^axpayer^^ New ^^^^^ 

TayeTwr arfgrgl^^^^^^^^^^^ where in fact are 

%'n'd'wttWe h^^^^ is that- and } hav-ejted 

oTo'm'^bX weTa 

poinir to have to commit to those individuals that '^"^e rev^ 
Ingoing to be used for v.ry specific purposes because I don t think 



ERIC 



fi9 



they trust us in terms of throwing it into a big pot. And that is a 
legitimate concern. 

One of the arguments around here is, for example, that the gas 
tax ought to be used to essentially fund infrastructure improve- 
ments in the country, expand that in highways, ma^b transit in 
other areas. Do we need the same kind of dedicated fund with re- 
spect to education? 

I guess the Majority Leader suggested yesterday increasing cor- 
porate tax to provide kind of an incentive for productive students 
or for students that perform well. I probably would go beyond that 
and say, if you take somathing like the corporate tax, we have 
CEOs here talking about the importance of Head Start programs, 
the importance of trying to develop that base education. 

I guess what I would do is raise the question, maybe we ought to 
take the whole corporate tax and commit it to education resources 
or to children in this country, because admittedly children are an 
important investment for business in this country. Does it make 
some sense? 

Mr. JoHNSTON£. I recently had a conversation about this with 
some Members of Congress and the American Council on Educa- 
tion. On one hand it is tempting, particularly when those asking 
the question seem sympathetic to education or higher education, 
and we might well be the beneficiary of a dedicated source. 

As an economist, I think I have got to say it is bad public policy. 
I would be hard-pressed to say that higher education has any great- 
er claim on the corporate tax dollar than does public health. So I 
would prefer that we cast our lot and win your support or lose it on 
the basis of available resources, and the importance of our claim on 
the public dollars. 

Mr. Nolan. Well said. 

Mr. Johnstone. That is a very personal view, I vill svy. Some 
may disagree with me. 

The Chairman. I should have known better than to ask a bunch 
of academics 

Mr. Nolan. Where to get the money? 

Mr. Johnstone. However, sir, if you come up with it, we will find 
a way to spend it. 

The Chairman. In the meantime, we will continue to battle over 
resources, obviously, and maybe that is the nature of the system. I 
^ess what I am looking at, this country being in a position where 
it can really compete with the world, and if we are going to do 
that, we have to change business as usual in some of these areas. 

Mr. Houghton. If I can interrupt, Mr. Chairman, there was a 
study done by the dean of the faculty of Arts and Sciences at Har- 
vard that indicated that two-thirds of the best universities in the 
world still reside in this country. 

The Chairman. Well, as a matter of fact, all three of my kids 
hav(3 gone to the University of California so I have a prejudiced 
view toward public education in this country, and particularly the 
public university systems. I think they are extremely important. 

In your testimony, you have covered, Ms. Coolidge, the problem 
with the Administration's proposal on Pell grants, and I share that 
concern. While I appreciate tneir need for targeting, if it were a 
question of targeting and then saying to the students in families 
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earning $10,000 to $30,000, we have got another area of MSistance 
here that we ought to focus on, the middle-income student, and 
frankly I think it is baloney to talk to $10,000 to $30,000 family 
income as being middle income in thla country. That is struggling, 
heavy struggling at that rate in terms of what you have to pay and 
your ability to raise children. . „ , . x i. j -i. 

My concern is that what they have essentially done is targeted it 
and basically cut back on the others, so what you are essentially 
doing then is stripping away any kind of support system for those 
in that category. And I think those are the ones we nave to sup- 
port, mainly because I don't think you could sustain a Pell grant 
program that is just targeted at kids under $10,000, politically. It is 
a little bit like the school lunch program. The fact is, you really 
need to broad base it. . 

Ms. CooLiDGE. When you were out of the room, I did mention, 
after I heard your questions of Ted Saunders yesterday, I called 
our office and we have calculated that 42 percent of the dependent 
undergraduates at the University of California would not be eligi- 
ble for the Pell grants they are getting today, and that we would 
exclude from eligibility that amounts to almost 10,000 students; 
9,300 I think is the figure. u u i« 

The Chairman. Every time you raise that tuition, it * esn t neip 
me, either. So I understand why you are doing it. 

Thank you all very much. I appreciate your testimony, and 1 
really do appreciate your guidance on this issue. Hopefully we can 
try to provide some better guidance with respect to what we need 
to do in the remainder of this decade. , . • e 

The next witnesses are Hon. William Brock, who is Chairman ot 
the Secretary's Commission on Achieving Necessary Skills, U.b. 
Department of Labor; and Hon. Roberts T. Jones, who is Assistant 
Secretary for Employment and Training, U.S. Department ot 
Labor. 

Senator Brock, nice to see you here. You may read or summarise 
from your testimony, as you wish. 

STATEMENT OF HON. WILLIAM E. BROCK, CHAIRMAN, SECRE- 
TARY'S COMMISSION ON ACHIEVING NECESSARY SKILLS, DE- 
PARTMENT OF LABOR 

Mr. Brock. Thank you, Mr. Chainnan. r x ■ * 4.u 

I really appreciate your interest in the subject. Listening to tne 
previous conversation, we are in much agreement on so many 
areas, but if we don't start paying attention to the children of this 
country, the old folks that are getting the increases are going to 
find nobody paying for them. „ . ... j • 

This is the dumbest single skewing of priorities we have done in 
200 years. And it is not wrong to help the old folks. It is just crazy 
to ignore our kids. That is what we are doing in this country. 

I want to read to you one short paragraph of our SCAP b report, 
because it snells it out pretty clearly; 

More than a half of our young l)eople leave school without the knowledge or foun- 
daUoTrequir^ to find and hold a gioA job. UnleBS all of us work to turn this s.tua. 
Son around, these young people. anJ those who empl-' them, will pay a very high 
price Sw skills lead to low wages and low profits Many of these youth will never 
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be able to earn a decent living, and in the long run this will damage severely the 
quality of life everyone hopes to ei\ioy in this country. 

We have got some choices to make in this countiy, and the 
frightening thing is we are making them but not doing it conscious- 
ly- 

We published last June a report, and in this we came to the con- 
clusion that the United States was choosing to compete with the 
world on the basis of low wages rather than high skills and high 
wages. That is a terribly dangerous choice. 

When I was at the Department of Labor and A^e did our work for 
the 2000 study, we laid out three scenarios. I hate the word, but we 
have to do like the C!ongress in this town, so we lay out these 
choices: A low-growth path, a btvie path^ and then a high-growth 
path. And we came to the conclusion in both the America's Choice 
report and the SCANS Commission that we have chosen since 1985 
the low-growth path. 

As a matter of fact, you can't even argue for the high-growth 
path, because we have been so inadequate in our performance in 
the last 6 years that we couldn't achieve the high-growth path 
under the most optimistic of assumptions. That is just out of the 
window now. That is gone. The best we can do is to achieve the 
base scenario of averaging 2.9 percent over the 15-year period. 

The point of this is that unless we change what we are doing, 
both in the school and in work, and I want to emphasize "and in 
work," we are going to continue to walk d.^wn the low-wage, low- 
skill, low-growth path. These kids can rightly say to us, we don't 
understand why we are being taught science and math and English 
and geography because we don't see how it relates to the I'^orld of 
work. But even if we did, the kind of jobs that you are offering us 
don't require us to think, and most businesses, don't require us to 
have very high skills. 



tion in this countt^, but business are doing precious little to draw 
upon the real talents that workers could bring. So the kids are re- 
sponding to a message, and the message is real clear. It doesn't 
matter whether you stay in school or not. It doesn't matter wheth- 
er you have got a high school diploma or not. It doesn't matter if 
you work hard, if you exercise some self-discipline, because nobody 
IS going to evaluate those qualities. When you come to work they 
are going to say, are you reliable, will you snow up on time, and we 
will cry to train you to do low skill jobs, because we are still trying 
to compete with the rest of the world on the basis of holding our 
wages down rather than improving the skills of our work force. 
I think that is dumb. I thmk it is dangerous and dumb, both. 
So what we did with our commission was to take a look at what 
we would like to be as a country. We looked at our best Arms and 
said, ''What if we were all trymg to provide those kinds of jobs; 
what skills would they be required to have?" Ard by high perform- 
ance, we mean businesses that are relentlessly committed to qual- 
ity, to customer satisfaction, to just plain excellence, to building 
the quality in on the front end rather than having a lot of quality 
inspectors at the end of the line. 

And when we looked at that kind of a workplace, which is orga- 
nize^ horizontally, not much management, you save a lot of money 



Businesses are spending a lot of 




plaining about educa- 
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by getting rid of all those quality inspectors and getting it right the 

If you (iraw on those skills of workers, what are the competencies 
required? We came down to two basic categories. First, there are 
certain foundation skills that can be taught. I guess the first thing 
we asked. Are these skills that we can define? Second, can we 
teach them? And third, can we measure them? And if we came to 
the conclusion, yes, in all three, then we would propose them. 

The foundation of any competencies were fairly, 1 think, com- 
monsensical, but thfty need repeating because we still don t teach 
them Of course, they include the three Rs, but they also include 
the ability to listen, which we don't teach very well, if at all, and 
the abiiivy to speak, because you have to communicate with tellow 
workers if you are going to work as part of a team. They include 
thinking akills, creativity, decisionmaking, problem solving, and 
they include very important personal qualities such as individual 
responsibility and integrity. 

If you have got those foundation skills, then you can begin to 
work on what we call the five basic competencies that were identi- 
fied by workers on the line, as well as by managers that we talked 
to over the last year. These are the ability to allocate resources, to 
work ^'dth others, Ui use information, to work with systems, and to 

use technology. , *^ u 4. 

I don't want to go into any more detail than you want to, but .0 
emphasize the point, what we are saying is that it really doesn t 
matter whether you want to be a professor or a pluml^r or a psy- 
chiatrist or ai. auto mechanic or a bank teller. You need these com- 
petencies whatever you are going to do. And there is no reason 
they can't be taught as a part of the normal curriculum ot any 
school in the United States, as a part of the curriculum. You can 
teach English and human relations at the same time, or the ability 

^I gueas to sum up, then, we need to restate a few fundamentals 
in this country, and one of the fundamentals we seem to have tor- 
gotten is that our front-line workers are our most important asset. 
We can't compete with anybody else in the world if we have a low- 
skill work force. It is very straightforward. . 

And it is crazy to think that we can put all our emphasis-we 
were talking in the previous panel about higher education. You ^an 
educate the top 30 percent of this country until hell freezes over 
and they can't carry 70 percent on their back. They are going to 
have a declining standard of living unless we do something about 
the 70 percent, and that is where we can do some real fundamental 
things that work. , u u 

So that the first step is to tell educators something we haven t 
told them before, and that is how to prepare kids for the world ot 
work. Ask any teacher how to prepare a child for college, and they 
give you an answer that is right. Ask any teacher how to prepare a 
child for the world of work, and you either don't get a good answer 
or you don't get any answer at all. Because we haven t told them. 
It is not their fault; it is ours. . , . 1 4. « 

We keep coming down on the teachers m thin ctmntry, but we 
are not sending the teachers or the kids a cXear message. If we can 
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convince teachers that they can teach these competencies, they 
will. 

Our kids need to understand one other fact and that is that there 
is dignity and opportunity in noncollege careers. There is nothing 
wrong with choosing a different career path. If we can put the kind 
of emphasis behind the 70 percent that are not going to finish col- 
lege, the 50 percent that are never going to go, this country can 

hum. , 

There is no limit to our ability to compete. But today we are 
doing a terrible job, an abysmal job. We have the worst school to 
work transition of any nation that we have studied in the industri- 
al world. And that is a very dangerous situation to allow to go un- 
attended. Thank you. 

[The prepared statement of Mr. Bro,'*^ may be found at end of 
hearing.] 

The CHAmMAN. Thank you very much. I appreciate your testimo- 
ny. Mr. Jones. 

STATEMENT OF HON. ROBERTS T. JONES. ASSISTANT SECRETARY 
FOR EMPLOYMENT AND TRAINING, DEPARTMENT OF LABOR 

Mr. Jones. Thank you, Mr. Chairman. And I, too, appreciate the 
opTOrtunity to be here with you and also with Secretary Brock. 

Let me just summarize. We will submit the statement for the 
record, adding a few things including perspective. The reason the 
Department and former Secretary Dole and Secretary Martin have 
been so concerned about and engaged in this issue perhaps goes 
one step further than Mr. Brock's explanation of the competitive- 
ness and productivity issue. It goes to a very personal and human 
concern, that as we began to learn about these work modalities and 
the way American businesses were competing and the growth of 
changes that were occurring at the workplace, we also began to 
take a look at the hiring and selection systems that were going on 
inside these companies. 

And one began to find out that the original thesis— that no 
matter what your education level was, if you could ^ret a job and 
were willing to work, you could survive in this system— simply 
wasn't true. Employers are now selecting people based on a series 
of skill screens that haven't been articulated and haven t been 
built into the school system or into the American psyche, the 
family, television, or any place. That begins to get people to begin 
to appreciate that someone changed the rules. 

The Commission was put in place not as a typical Washington 
Commir>sion, to go out and write up another 3.5 recommendations to 
be put on a shelf in the hope that somebody would read them some 
day, but to simply examine with some level of assurance what was 
taking place in the high performing 'vork areas of the country, 
what the implications were in terms of hiring patterns and screens, 
and what that meant to people and to schools and to employers. 

The presumption from day one was that the Commission's report 
was not a Washington report. Secretary Brock and Secretary 
Martin spoke si^eckflcally and made clear recommendations that if 
this report was to have value, it was to provide a nexus in a local 
community for business people and educators and parents to deter- 
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mine whether that school system in fact ^^/J^^V^ yj^f ^^^^ 
out at a level that allowed them to succeed in the workplace. You 
cSn't do that at Washington roundtables. This dialog occurs m the 

Tromlhf beginning the purpose of this report was not o^X,^ 
comulete and publish t, but to start a round ot discussions 
tSh^ut the country, in local communities, with business orga- 
nSonsrwith unions,'^with educational systems, and a variety of 
Xr organizations, to facilitate an examination of the skills de- 
S^nded in those businesses and those taught by schools, and to de- 
tei mine whether the two are out of sync. . , 

The report has been widely supported and has received some odd 
criticlsm^ne of the criticisms that seems to come up wh^t^^^^^^^ 
not the school system should in fact have culpability for the kmds 
of competencies that Mr. Brock has outlined. ^.^^ . 

I thiWk it is imperative to understand, as the Secretary h^ just 
indicated, that wrare one of the few countries of the world that 
dSt have a formalized school-to-work transition system We 
Suatellople a? 18, not 16, and we hope that after 18 something 
K hSpens A few end up in the college-bound system you were 
dSssi^E earlier and the majority arrive at a workplace ultimate- 
frtrougV all W^^^^^^ paths, but through no one 

%t"a^we'r to'tke question is relatively self-evident In this coun- 
trv wrhave only ole place to transmit work-related competen- 
^Ik-in the secondary school system. One way or the other, we 
exiect that Sm to do the job and we expect voung people 
Sg out of It-whatever their citizer^hip prepare^ne^^^^^^^ 
opportunities for other training and education-at a m^^^J^u"^ ^o 
be prepared to step into the workplace and to succeed. So either we 
ne^ & deal with traditional school systems, 
ing to begin to examine its implications for a school-to-work system 

'""Z wL'w liS'to also point out that we have been carefully exam- 
in nrthese issues around the world. It is important to know hat 
the SCANS competencies, as argumentative as some People /njft 
fTnd «iem are ihfact precisely the competencies being dealt with 
by eve T^^^^ iSdustriSed country. T^e changes that, are occur- 
rfnrS the workplace are not just occurring in American work- 
places The^a^ occurring in Japan. Germany, and every other in- 

^tecSogJ? wor^ modd^^^^ and methodologies, and the ability 
to compeKffect all of those countries. They are a 1 dealing with 
Se same iMues The European communities put out a report that 
ists skSls that have to ge inculcat^ into the basic education 
system, and they include all the SCANS competencies. 

The only difference is that the countries have an oPt jn. hey 
can out these skills in the basic school system or into the dual 
system." Sh is a school-to-work system. We now only have the 
one oDtion— the traditional school system. . 

The Snt is, that definitions of tKe competencies themselves are 
coSg'^rSm the workplace They are in 

hirinc screens, whether we like it or not. They are tacts, iney are 
JSl Vhese skiUs i^^^^^^^^ the liv.8 of every young person in that 
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school system and their ability to step up and move into the work- 
place. And we have to deal with them. , , . ^ , „ 

Furthr'-more, in this country we have to deal with them locally. 
And tha. is why for the next few months we will be movmg 
throughout this country to spread the SCANS message. The Secre- 
tary has already traveled throughout the country, with the Com- 
missioners, holding meetings to start the process. We also have a 
formal system to go into every local community we can and bring 
people together to examine the issues and make their own determi- 
nations in their own school systems. , o * 

Whatever the outcome. Secretary Alexander and becretary 
Martin have both pointed to the fact that as we come to grips with 
the standards and the tests for national norms for high school 
graduation in this country, it must be based in part on the relevant 
competencies that allow people to successfully enter the workplace, 
in addition to the other academic standards that we set. 

We thank you for your interest and support, and we hope, since 
we have transmitted this report to every Member of Congress, and 
all of your State people, that we can encourage you to join with us 
in getting people to address these of issues. Thank you. 

[The prepared statement of Mr. Jones may be found at end of 
hearing.] 

The Chairman. Thank you very much. Let me ask, when you 
interviewed the firms you talked to, for example, I am aware ot the 
fact that Motorola, afte - a lot of interviews rejected a huge per- 
centage of those applicants, is that— what happened with Motor- 
ola—something you fit i finding with other firms in terms of reiec- 
tions that are taking place because of skill inadequacy; is that 
something you are seeing around the country? 

Mr. Brock. I wish I had it immediately at hand, but one ot the 
firms that we looked at had i.ablished an appeal for workers, and 
they had had something like 15,000 who had applied, and had they 
finally got through their screens, something between 500 and 550 
were qualified for their entry-level positions. These were pretty 
basic entry-level positions. So that is between 3 and 4 percent. 

You hear that in every section of the country. You hear it time 
aiid time and time again. It is not an isolated case. It is occurring a 

lot these days. i i.u *. 

Mr. Jones. If I might add, there was a precise example that 
speaks to your question that stunned us. When we looked at Motor- 
ola again, not just at their work modality but at their hiring 
screens, we found that a blue collar worker in their manufacturing 
line goes through a 5-day sc reening process to get hired. 

When we took it apart, two of the days are basic things you and i 
would understand. The other 3 days were designed specifically to 
determine whether those people could work within the structure ot 
a team, had the ability to make analytical decisions on their own, 
took responsibility, and were willing to work the hours, if neces- 
sary, on their own decision, not on some manager s. There was a 
whole series of things Motorola did to sort through these other 
competencies. And I don't think anyone knows that. When we 
asked Motorola, "Have you taken that to the school system? The 
answer was "No." 
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Mr. Brock. Nobody has told the schools. 

The Chairman. If you take an industry like Motorola, I assume 
that work-lines and the technology of work-lines is becoming a lot 
more sophisticated just by the nature of technology and how it de- 
velops. Is it your feeling that if you were to take it back 20 years 
and have General Electric doing the same thing, that they would 
have run into the same problem at that time? 4.u 4. 

I guess what I am trying to say is, in part, is it the problem that 
the industries that are providing these jobs have become more par- 
ticular in terms of the workplace, or are we really seeing a deterio- 
rating work force in terms of its abilities to handle those things.' 

Mr Brock. You are seeing both. There is a qualitative change in 
the workplace that is ongoing. It is occurring in the more advanced 
companies. Motorola, firms like that that have had to face very 
tough international competition and have had to change the way 
they work or they were going to- fail. And they were very frank to 
tell you they were not going to make it. 

Part of the problem is that we are not just talking about a differ- 
ent technological world, although technology has changed. We are 
talking about a global, competitive world. A business in Taiwan or 
Brazil can buy precisely the same equipment or technology as a 
business in the United States. 

The way you produce, the way you enhance your quality— tnere 
is an automobile plant, I shouldn'^t use the name of the company, 
but there is one that has a marvelous reputation in the world, but 
they have more workers at the end of the line correcting defects 
that they have on the line, because they will not put out a bad 
quality product. , ^, „ .^f^u^ 

But that says something about the way they run the front ot the 
line, doesn't it? And what is happening is that businesses are find- 
ing out, they can't survive in a world like that. They have to 
change the way they organize the workplace and, yes, technology is 
driving it, but so is global competition. The combination of the two 
is putting a very different kind of pressure on business. 

And one of the most interesting things that occur is that one of 
our business people who is wonderful and eloquent on this subject 
says, you know, if I had thought about these questions 10 years 
ago, I wouldn't have come up with these answers. x 1 j 
We have changed radically in just these last 10 years. I would 
not have known what I know now. . fo:i 
The Chairman. What is it in your studies that educators are tail- 
ing to do in terms of , ^ V- 1. „,U„4. 

Mr. Brock. They are not relating what they are teaching to what 
happens in the world. They are not making that connection. Ihey 
haven't been told that you can make the connection, and here is 
how. That is what we are trying to do with this particular report. 

It is fine to teach math. It is fine to teach how to add a column of 
numbers. It is utterly irrational to think that makes any difference 
to anybody if you can't go out and read a bus schedule. 1 hat is 
what is happening. We are not making the connection. And our 
kids, therefore, in large measure, are bored silly. 

And frankly, because parents aren't getting the message that it 
makes a difference, they are not involved, and parental involve- 
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ment is still the most important single element in a successful 

°**So all of these things have come to bear on a system that prob- 
ably is busting a gut to do right, but they haven't been told what 
right is. All we tell them is to do better. We haven t told them 
what that means. . , ^. ^ 

The Chairman. Do other industrialized countries make that con- 
nection? - 

Mr. Broc!:. Yes. There really is a difference. Mr. Jones men- 
tioned it. They have two different systems side by side that allow 
them to say, if they are academically inclined, you are going to 
start on an academic track, do what the United States does, and 

that is fine. „...., «r j .i. tir • * 

But they worry about the rest of their kids. We don t. We just 
say, if you are not going to follow an academic track, you are prob- 
ably a little less than everyone else and we are not going to pay 
any attention to you. . . 

Every other industrialized country, in all cases, by the age ot ib, 
they have offered them some choices. In some cases it is a work 
study prograir, in other cases it is an apprenticeship, in other cases 
it is a technical institute kind of education or a community college 
education, but they offer them c.ioices by the age of 16. We don t. 
We simply don't make any such connection. 

What they are also doing is saying, we will show you what those 
choices imply. We will give you some sense of what happens to you 
as an individual if you make this or that i^hoice. 

We, in effect, say, everybody ought to go to college, and it you 
don't, we really don't seem to think you are very important, we are 
not going to pay any attention to you. We have no alternative pro- 

^The Chairman. Let me ask you, both of you are at the Labor De- 
partment. We have a lot of programs that are supposed to pick up 
the gaps. We have got things that are supposed to deal with that. 
Are those programs not serving that function? 

Mr. Jones. I disagree just a little bit, Mr. Chairman We have, 
from a Federal Government standpoint, JPTA, JOBb, and a 
number of other major programs that are all designed to help the 
disadvantaged at the bottom make the connection up to the tirst 
rung of the job ladder. Then we have this enormous system ot 
higher education that we are very proud of, and we should be. 
What we don't have is anything in the middle. 

There is a phrase here I would like to just put on your table that 
quantifies Mr. Brock's explanation. "Contextual learning is what 
this is about. It is about bringing math, reading, and other compe- 
tencies that are important in the workplace into a real-world learn- 
ing context. It is not simply teaching a mathematical table, it is 
teaching mathematics in a workplace context. 

Now, the Europeans, again, have options about where to provide 
this contextual learning, and that is all they are arguing about. 
They are not arguing about what skills are necessary. They are ar- 
guing about whether these skills should be taught in the basic 
school curriculuia— which tends to be much narrower and basic 
than ours because it is the base only— or whether they should be 
taught in the dual system that follows. Students can go into a 
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work-school combination program for about 3 years jn most coun- 
tries, where they can, in a context, learn better math skills, better 
reading skills, and team-work skills. , 
In those countries, you don't get an F for workmg with the kid 
next to you— you get support and build skills around working with 
others. This concept of contextual learning, to answer your ques- 
tion is not in our basic education system, ana therefore, since we 
don't have anything else, it doesn't exist. There is a void. 

The Chairman. You look at what drives these things and obvi- 
ously, there was a time in this countiy v/here you had the industri- 
al revolution, even within the last 25 yeare, when you have an 
economy that is pushing and there are lots of jobs out there, people 
don't quite have to fight these issues so.much l^ause the jobs are 
there and you are getting people into it, and frankly, blue collar 
iobs were not bad jobs. . . . -1.1. „u;i;*„ 

That is what made the middle class in this country, is the ability 
to work these jobs, draw a decent salary. In the last few years, blue 
collar jobs have taken a big hit. So we either go to the service sige 
of the equation or try to drive everyone into the while collar jobs. 

So the nature of the marketplace, to some extent, requires it 
we are going to be competitive, you almost have to do the kinds ot 
things you are talking about, because you are talking about heav>, 
heavy competition out there with countries that are doing this kind 
of focus and contextual training, and we have not-we haven t ever 
had to compete in that kind of situation. I think the things vou are 
saying are absolutely true in terms of the focus that we need- 
Mr Brock. One of the most interesting statements tha. struck 
me like a two-by-four, one of our business people said, I can t atlord 
low-wage workers. Isn't that wonderful? It really says something. 
The more you say it, the more you think about it, the more it says. 

He is absolutely right, of course, but we are not thinking like 
that in this country yet. We are sWl trying, to fight ^^f^ bat^^^^ 
as if the worker were an expendable item instead of the front line 
of our defense. And that is upside down. • „ „„j 

I want to stress something that I tried to say m my open^ng. and 
that is, when we are talking about the SCANS work here, I really 
want to stress that we do think we need a modern woijplace in the 
school. In other words, I want the schools to be as good as business. 

But I am also saying that unless most of our business begin to 
adopt the modern workplace, thev are not going to make it. And 
this country is going to be desperately in trouble. So the workplace 
ha^ to change just as much as the school does. It does no good for 
business to complain about education unless business is willing to 
change. It takes both. ^ ,. . . r „„j 

The Chairman. Let me ask you from a policy F^^t 
vou have been here, and what we can and can t do, but if you were 
looking at, you know, what in fact, you know, the Congress and the 
AdSistration can do in this area to better focus our resources on 
whi t you are talking about, what would that be.' 

\\hat would be the most important thing we co^W do at this 
level with the policy decisions that we have to make at this level 
that could in fact make the chances you are talking about.' 

Mr. Brock. In the America's Choice report in the Commission on 
Skills, we suggested that we target everything to the age of lb in 
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this country, because that is when kids can legally leave school, 
and frankly a lot of them do. And if we prepare them to be globally 
employable by that age, then we have given them their best oppor- 

''^We^have said, if they meet what we called a certificate of initial 
mastery, then let's offer them a deal, a real deal. Let's offer them 4 
years of additional education and training. Whether they want to 
go to collet?e or technical school or an apprentice program, that is 
their choice. But give them 4 more years. 

Their part of the deal is to pay a 1-percent surcharge on their 
income tax for the rest of their lives. Their incomes are going to go 
up like a rocket. It wouM also be a good deal for us, we would start 
to make a profit on it in a few years. 

But we need to change the way this country thinks about educa- 
tion and the relationship of this skill base to our econoniic well- 
being. I guess what I am saying is that I think something like that 
would not only be economically logical, I think it would send the 
kind of signal tht country has to send to every paront and every 

child. . /- 

In lerms of resources, I think we ought to start taxing firms that 
don't train. I think we ought to have a GI bill, if you will, for kids 
at 16 that reach a globally set standard. If they can t make it by 
age 16, then they make it by 17 or 18, I don't care, as long as they 

We give them 4 more years of education and then we charge 
them on a long-term basis, not on a Pell grant. V/e have got too 
much of a hodgepodge that confuses people. I want to say one 
thing— you were asking about applying all cf corporate revenues to 
kids. I think that is such an interesting concept. I don't agree as an 
i conomist that that is the way to do it. 

The Chairman. Nobody does. 

Mr. Brock. But I do think that maybe in this country we ought 
to start thinking about a consumption tax and how that tax could 
be used to do some of these things that we are unable to do today. 

I don't think we can continue to burden the income side, the pro- 
duction side of workers or managers or investors and compete in 
the world. I think we have got to start looking at consumption as 
something we ought to provide a littln disincentive to in order to be 
more productive. 

The Chairman. Well, thank you both very much. Your testimony 
has been very much helpful, and as always, you bring an expertise 
from you backgrounds that is very valuable to us. . , n . i 

It is obviously tough, we are facing —we face a myriad of chal- 
lenges, as you know. It is the combination of not only constricted 
resources because of the deficit that we have to deal with, it is also 
the societal problems that also feed into this, problems in the 
family, the single-parent families that we see developing from our 
society, the prob'em of drugs, et cetera. 

And yet, we either respond these challenges so we can com- 
pete and kind of regain our destiny of our country or we are going 
to watch this society erode badly in terms of the future. I see we 
ar-" at that point where we make the kind of decisions to go with 
thv kind of things you are talking about, but if we think we are 
going to juHt sit here and tread water, we are going to go down. 
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Mr. Brock. You know what terrir^s me, Mr. Chpirman, and I 
am sorry to go on, but I hear peoplt say, well, we don't have any 
money so we can't do anything; or look, Sweden may have a better 
school system and Japan may have a better school system, but they 
are monolithic, they are all the same color and the same value 
system and we can't do what they do. 

Well, I am not sure I want to do what they do, but I am goin^ to 
tell you this. We have got to compete with them. But we won t if 
we don't educate our children and give them tools to be productive 
as human beings, in whatever way we do best. But the idea that 
because we have got broken families and drugs and crime and a 
culturally diverse country, which I happen to think is a great asset, 
but those facts don't change the economic reality of the world. You 
can't let them be an excuse or cop-out. We just can't. 

Mr. Jones. Let me just add one thing. As we look at these other 
countries, I think it is important to suggest that maybe their suc- 
cesses were based on some very structured systems that are now 
their biggest problem. 

We may have our problem here, but the advantage wf have, that 
you get a very clear idea of when you spend time in those coun- 
tries, that we have the things that are very, very important. 

Our philosophy about people in this country is regenerative. We 
believe people can come back and retrain over and over again. In 
these other countries, they believe that they are fighting a struc- 
ture that doesn't 'vant to change— one they have built, now for bO 
years. 

You and I may have a problem with a lack of structure, but it 
does offer flexibility and the ability to do something, and it is now 
very clear that we all know what the skills are and what the issucl^ 
are. There are no silver bullets. 

Their ability to respond— for a whole set of different reasons—is 
going to be every bit as difficult as ours, and perhaps we have > 
greater opportunity than they do. 

The Chaiuman. I have alwayi, believed that was our great hope. 1 
think, had we confronted the Japanese and the kind of society they 
have, out great asset through the years has always been our fic^xi- 
bility and our dynamic kind of society. 

We really are that kind of responsive .society And that is our 
great asset. We just need to make use of that now, because wo uvvr, 
to get out of this hole. And that is the problem. We need to resur 
rect that. 

Thank you again, both of you. 

Mr. Brock Thank you. 

[Additional material submitted for the record follows:! 
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PREPARED STATEMENT OF HON. TED SANDERS 

Mr. Chairman and Mumbers of the Committee: 

I am happy to appear twfore you today to testify on tm President's educ-^tion 
policy, and in particular our proposed AMERICA 2000 education strategy and our 
college student aid proposals. 

President Bush has demonstrated a commitment to a strong Federal 
leaden i.p role in American education. He convened an historic Education Summit In 
1989 with the Nation's Governors at wi^ich the ^ artiCl^Jams agieed that the Federal 
role in education is to promote opportunity for ail our citizens and to pursue 
excellence in education. As a result of this co(,fu, ant*, the Preskjent and li •« 
Governors adopted ou. six a/nbitiouh National Education Goals to be achieved by the 
year 2000. And tlus year, on Afjrii 18. the I resident took another siynificant step by 
announcing a loiig-tarn rational straley /-AMERICA 200C to achieve the education 
goals and to make our Nation "all that it should be." 

Our proposod 1992 U Ig--- o( $29.6 billion lor the Depaj1nr,ent f Education i. 
the largest il budget ever for educatkjn. and includes an inaease ot t2 b billion 
ove- our 1991 appi opnalion It rupiesants about b fwcent of ou> Nation's to, ' 
$400 biiho ur lal expenditures for fxlucation. It focusos m our highest priorities: 
providing asbiMancu to u,o d.sadviintaged, thoso with disab... es, aiuJ mn^i, collogo 
ytudaiu .. < -1 suoporting u varit • of reform and iriiprovomant acilviiifis. 
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^m:p| pA DOOQ-An E ducatton Strategy 
While our budget, of course, focuses on the Federal responsibility in meeting 
the Nation's education challenges, the AMERICA 2000 strategy locuses on the entire 
$400 billion that our Nation spends each year on education. 

AMERICA 2000 Is not a Federal program. K Is a nine-year crusade to 
transform American education. It is a complex and long-range plan to achieve the 
transformation that must occur State by State, community by community, school by 
school, and family by family. It Is truly a national strategy that involves all of us- 
government leaders, the business sector, parents, teachers, principals, students, and 
community groups. This bold new education strategy focuses sw'uiUneously on four 
challenges that must be met if we are to doss the skills and knowledge gap snd 
aciiieve the national goals. 

The first challenge is to improve education tor Ujslay^ sbidento to make 
today's schools better and more accountable. This challenge Is complicated b>. the 
fact that while most Americans agree there is a serious problem in education in the 
country, too many believe their own schools and students are doing fine. To deal 
with this. AMERICA 2000 calls for WofW Oass Standards in five core subjects, 
voluntary American Achievement Tests to measure progress towards those 
standards, report cards on pwformance at all levels. I oluding the school itself, and 
rewards for schools that show signHtaant kTiprovement in student ievriing; 
scholarships for needy students who achieve academic excellence; more and better 
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choiCM of scfwota by parents; Qovemors* academtes for upgrading 0\9 sWte of 
teachers and school leaders; and altematlve certification for teachers and principals. 

While these efforts will help improve schools for today's students, the second 
challenge is to create, high-performance schools for tQmofrow'a students, schools to 
meet the demands of the new century. To meet this challenge. American business 
has established a private, nonprofit corporation, the New American Schools 
Development Corporation. Business leaders are doing an excenent job of getting ns 
effort off the ground. By 1992. the Corporation plans to support aoout a half-dozen 
research and development teams. These R&D teams will produce break-the-mokJ 
d'>signs for schools that will help aO students reach World Class Standards in the five 
core subjects-English, mathematics, science, histofy. and geography-as measured 
by a voluntary nationwide examination system, the American Achievement Tests. 
While the R & D teams are at work, the AMERICA 2000 strategy calls for short-temi 
Federal assistance to enable at least 535 new schools to be created by 1996. at least 
one per Congressional district. With this first wave as examples, and with the worl< of 
the Corporation, thousands more "break-the-irwid" schools can be created by the 
end of the decade. 



At the same time, we also need to focus on yestficdati students-those who 
are already out of school and in the worldorce. Eighty-five percent of Americans who 
will be in the workforce in the year 2000 are already there. Our third challenge, and 
the most immediate in terms of our country's competitiveness, is to improve the 
knowledge and skills oJ America's adults, today's workforce. If we are to live and 
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work succTOstully In today's world, vw must keep learnino, W6 must go back to 
school. We adults must set the pace for our chikken by becoming a Nation of 
students. To meet this challenge, the Departments of Education and Labor will work 
closely with business and industry to define job-related skill standards for our 
.Mation's irKlustries, and to encourage dintes in communities and w^vkplaces where 
adults can have their skills assessed and be refenred to education and training 
programs. We will also establish literacy resource centers to preside technical 
assistance and coordination for State and local providers of literacy servtees. Both 
Departments will work to increase accountability in our adult educatton and training 
programs. And this fall, we will co-host a natkjnal conference on educatton for adult 
Americans. 

The fourth challenge, and one I parttoularfy want to address today, involves our 
communities. Fa schools to succeed, we must ksok beyond dassrooins to 
communities and families. Learning doesn't happen just in the schools. In fact, on 
average, today's young Amertoans spend barely 9 percent of tl .ir first 18 years in 
school. The other 91 percent is spent elsewhere. outsW i schools, in the 
communities, and we must improve that 91 percent. Each of our communities must 
become a place where learning will happen. The PresWent has challenged every city, 
town, and neighborhood In the Nation to become an AMERICA 2000 community. 

Let me tell you a little about what it means to be an AMERICA 2000 
community. To earn that designation, communities must do four things: first, they 
must make the National Education Goals their own; second, they must develop a 
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community-wide strategy, a plan for rMchIng the goal, by the year 2000; third, they 
must temie report cards on thek progreet toward the goals; arid fourth, they mu^ 

agree to create, support, and sustain a New American School. 

What will an AMERICA 2000 community look like? Each win tje as different as 
every Amertean community and the people in them. Some win tie rural areas, others 
wiMlje enormous dties. and still others may comprise just one I >lghlxxhood. Each 
community must match its resources to its needs. But they wii. aii have certain things 
in common. They wlH all support iife-kxig learning with involvement In schools of 
tocal ieadors. businesses, parents, and other citizens, as teachers, mentors, role 
models, and volunteers. They wiii aH bring about a renaissance of American values, 
attitudes, and behavkx. Schools will never be much better than the commitment of 
their communities. The worit of creating and sustaining healthy communities where 
educatton really happens can onV be pertxmed by those who live in them: by 

parent;^. fv/Miies. neighbors, and all caring adults; by churches, neighbortwod 
associations, community organizattons, and other voluntary groups. 

Congress, of course, is a key partner in this overall effort, and you. as 
indivWual iwiembera, can be a powerful influence in mottviating your own communities 
in their efforts to reform American education. 
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■pffl AMf RifiA gooo Ex.altence Education 
To help St?^tea and communities across the country in these efforts, we have 
proposed a number of initiatives in our 1992 tjudget and ieflislatton. 

0 We have requested $180 million to provide seed momr^ for the creation of 
the first wave of the Hem American Schoola . 

0 To reward elementary and secondary schools that have demonstrated 
progress over three yews in increasing the numoer of students wtx> 
achieve competence ;,i the core academic subjects, we have proposed a 
Merit Schdoh program, funded at $100 million. 

0 We have requested $92.5 tnilBon for two programs of QansoXH^ 

Academies- one for current teachers to enable them to renew and enhance 
their knowledge and teaching skills In the five core subjects, and one for 
principals and other school leaders to focus on instawtkinal leadership, 
school-based tnanavjement, school refonn strategies, and school-ievel 
accountability. 

0 To encourage States to devetop and expand flexible cartificatton systems to 
attrect talented professionals with subject area competence or leadership 
qualities, we have requested $25 million tor a program of Allfimatiffi 

ch^ijLaDsLEtiDsauala. 
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o Becauae real ©ducattonal refomi happens 8chool-by-8Chool, the 

principals, and parents in each sdiool must be given the authortty-and the 
responsibility-to make Important d«dsions about how the school will 
operate. We are, therefore, proposing legislation to authonze projects that 
focus on student outcomes in exchange for iosreaaod flexibility in the use 
of Federal funds. 



o Pducatiof^al choice is one of the most Important concepts that corr jnltles 
seeliing refomi can embrace. Thus, we are proposing three initiatives: an 
amendment to Chapter 1 to ensure that these compensatory services 
would "follow the chikf" wt;o enrolls in a new school or district under a local 
choice program, a request of $200 million to support and encourage 
localities that Implement choice programs, and a request of $30 million to 
identify approaches that show potential for expanding educatio) J choice. 

o To help monitor progress toward the national ooals, we are seeking 
authority for regular State-representatlve assessments by the Naaooa! 
As3B»«mB«t cf Educ atlggaLEafllfiaa in three grades and all subject areas 
beginning in 19&4. We also seek to remove the legislative ban on tlie use 
of HJKEP betow tne State level. 



Two final initiativos reflect our first legislative successes for our AMERICA 2000 
plan, and these are fine examples of what can be accomplished by working together 
with Congress in i bipartisan lashion. One is thw new Etotim,C<Mls!2-AJ2LQl 



88 



jflai whkrfi aeatos a Nattonal Conwnteshxi to 1^ 

ougw to spend studying .fKl h(M that tima ought to be U6«l. at vi^ 

Coundl to study issues related to aeatlngnatlooal standards and testing. IwouW 

especially note the efforts of Congressman KBdee-who is a member of both this 

Committee and the Education and Labor Oommittee-in this bipartisan achievement. 

Second. H.R. 751. which recently passed the Congress and is awaiting signature by 

the President, includes authorization for Stftfft ■ Itflfflf^ Rwource COTtOT that is very 

close to the proposal for Regional Literacy Resource Centers Included in the 

President's bill. 

HIghBf i<i\'^-^^n Act Rfwiithorizatlon 
Our second major thrust for 1992 la the reauthorization of the Higher 
Education Act. As you know, the Departmerrt conducted a thorough review of all 
current HEA authorities expiring at the end of 1991. The Depart^nt also sought and 
gathered the best ideas and infomiation from all those concerned about the 
challenges that will face postsecondary education during the coming decade- 
colieges and universities, higher education assoda vd. State agencies, banks, 
parents, and students. As a result, three overall themes have guided our proposed 
changes to the Higher Education Act: improving access to postsecondan^ education 
for all Americans, improving educational quality and rewarding excellence, and 
ensuring integrity and improving service delivery in all HEA programs. 

Our budget proposals, of a^'irse. also reflect these three themes. We would 
increase disadvantaged students' access to postsecondaor education, for example. 
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by targeting Pell Granta to the lowest-Income students, and by expanding precoll«o» 
outreach and retention efforts. These proposals reflect the facts that rising college 
costs have hit tower-income students particularly hard, and that tfiere has been a 
decline in the rate of college attendance by students from tow-lncome familles-whose 
behavior is most sensitive to the availability of grant aid. Our Pell Grant proposals 
provide increased support for all students, with the greatest inaeased support for the 
most needy students (generally, those with family incomes below $20,000) while 
maintaining current levels of Pell support for less needy students. We would also 
increase assistance to low-and middle-income students by raising the loan limits for 
both the need-tested Staflord Loan program and the non need-tested Supplemental 
Loans for Students program. Under our proposals, aid available would meet total 
financial need for all students in all income categories at a typical four-year public 
college. 

To reward individual achievement and improve American leadership in the 
sciences, we would support a new Presidential Achievement Scholarship program 
and an expansion of the National Science Scholars program. We would also 
consolidate six graduate fellowship programs into one flexible authority in -rder to 
focus on the Nation's most critical areas of national need. 

In the area of student loan defaults, the past two budget reconciliations have 
made substantial improvements in the student loan programs and have given the 
Department much needed authority ,o address this issue, Based on this authority, 
the Department last week implemented a fimi approach toward removing high-default 
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•Ghoots from the GSL program. Howew. much remains to done. Our HEA 
reauthorization proposals will help to ensure trie Inteorlty of the student loan 
programs, and wjld make a number of changes to prevent loan defaults, improve 
collections, ensure the financial vlat^iWty of guarantee agencies, and give the States a 
stronger management and oversight role. 

In summary. Mr. Chairnr>an, we look fon^^rard to working with you and other 
Members of this Committee and Congress in moving these kJe^a fonward. I will now 
be happy to respond to your qu6Stk)ns. 
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PREPARED STATEMENT OF SANDRA KESSLER HAMBURG 



Mr. Chairman, 

Mv name is Sandra Kcwler Hamburg, and I am vice prwident and 
dircrt WKion .mdici of the Comnfitce for Economic Development. 
S nonw^^^^^^^ nonpartisan itiearch and poUcy OTjflnMono^^ of 
250 of the nation's top businew leaders and eduoatonu I wn pleased to 
Sve this opportunity to testify on the nation's education reform e«ort. and 
?SSKrc6^^^ has reached in it. most recent poUcy 

repoS on education. IW ] Tnflniihp<l NjW vyonf^^ 

Satiorll nC ffiaKSI to cSinment on the n^^^ 2000 Education 

Program. 

In 1992. CED wiU be celebrating the 50th anniversary of its creation 
in 1942. when FDR, anticipating the end of the war. formed a committee of 
businett leaders to assist in movwa the economy ^^^Z'f^^^f^^lu^ O, 
Among the many poUcies that CED helped deviic at that tinic was the OI 
Wn! jirhaps one ofthe greatest educatlonlaws ever enacted by the 
G>ngreis. 

Since then, CED has devoted iu attention to thwe issues that most 
affect the Iong.term economic weU being of the nation's citir^ns. Although 
CED has usually concentrated on the typical range of e<»no«ni<;S""™ 
~ tm and budwt. trade and monetary and similar issues -- we have 
of^S ?!ntureS intothe field of educiion. because we have Iom bebeved 
thte issue to have significant consequences for our nation's productivity and 
competitiveness. 

It was for this reason thatnearly ten years ago - well before the 
release of A N"*'"" " ^^'s trustees embarked on what has 



The positions taken in this testimony are partially ''•»e<*?°,f^ij?'^ 
sutements, Inveiting ii^ <V rhildrgn; nu.m».. and th« Public ScnoQli 

^'^'^i^^sS^!^^^^ ^ 

no way necessarily represent indWidual CED trustees or their organizations, 
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become a leries of landmark studies on the role of business in education 
reform. Taken together, the first two of these repottt, TnYCating i n Qw 

S ildfen." BuiincH the Public Schoo s and Children in iHCfia 

pracHbluepSrlr^^ the 
soecial health and developmental needs of the disadvantaged. These 
reports also accomplished something even more significant. Here was an 
orgar *aation of business leaders tal% about education and early 
intervention as "investments" and looWng at soaal programs in a new light 
- not just as spending programs that accomplish little and <«« 
taxpayer mon& - but m programs that have real returns which benefit 
sode^, such as increasedV^ciP^rton in the job market, m°^^:?;y'^ 
citizens, and reduced crime, welfere, health, and other cosu. This return 
on investment" is the spark that has driven business mvolvement ever smce. 

SJidtfinand 
.^rm. For 
accountability, 



^vAmpi^, |pvi>«t{n | in Our Children 's recommendations on accountability, 
"bankrupt" schooA, career development of teachers, market-based school 
incentives, and school-based management have t»««n").c2IP*^W 
many stare and local education resTructuring p ans. Qiilfeto Nccd has 
led to a virtual explosion of earty intervention initiativesin states and local 
communities. At the beginning ofthe 19809 oiUy 8 states funded prewjool 
programs for poor children. By 1990 that number had grown to 35, with 45 
having implemented legislation that specifically addresses the needs of the 
disadvantaged. More than two-thirds of the states have tiiken steps to 
reduce tiieincidence ^nd costt of teen premancy. And last vear, at the 
national level, Head Surt rewlvedjor the first time in its 25-year history, 
full-funding authorization, which CED recommended in both layfistmgjfl 
Our ChUdren and Children In Need. 

Despite Uiese great successes, CED's trustees recognized Uiat the 
nation's reform efforb were failing to generate the major, mcasuraWc 
improvements in student learning demanded by wi ever inof« competitive 
global economy. To find out what more should be done, CED s R«»«rcn 
and Policy Committee appointed a subcommittee of CED trustees, chaired 
by James J. Renier, chairman and CEO of HoneywcU. The charge to this 

Soup was to examine the results of nearly ten years of educttlon rcrorm, 
entlfV the barriers to change, and develop a comprehensive vision of 
education that will enable all children to succeed in school and in Ufe. 

The report that resulted is The ^ ^pfini^^^^ Afgnda and iu central 
thesis is this; unless much more is oone to meet the heaUh, social, and ^ 
developmental needs of all children, both before and while they are in 
school, the nation's ambitious education goals are destined to fail. 

The reason is clear; dramatic societal changes have forced public 
schools to "^sume responsibilities for the welfare of children that go well 
beyond their traditional educational mission. Jini Rcmer, who earlier this 
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year testified lo eloquently before this committee on the importance of the 
wIC proffram to the health and development of poor children, learned first* 
hand of me consequences of the social agenda firom his experience as 
chairman of the ''Success by 6* program m Minneapolis. Jim has observed 
that the social problems of^ students •• poverty, drug abuse, violence in the 
streets, the disintegration of the family - are overwhelmii^ the schools. 
As a result teachers are forced to spend most of their time not on 
academics, but dealing with the consequences of social failure. 

CED estimates that as many as 40 percent of the nation's children are 
at risk even before they reach the schoolnouse door. The reasons for this 
are many but they stem increasingly from the disturbing rise in the number 
of households headed by single pur^ntt •• mostly women and largely poor 
or near poor. During the past forty years, the number of babies oom each 
year to unmarried mothers has increased by 600 percent, firom one in 
twenty>five to one in four. One third of these births are to teens. While 
many single parento have provided supportive and nurturing homes for their 
children, the odds are stacked against them. The William T. Grant 
Foundation estimates that nine out of ten families headed b)' a young single 
mother who is a high school dropout are living below the pc^erty line. And 
the problem continues to get worse. As many as 2 out of 3 babies bom in 
the District of Columbia are bom to mothers out of wedlock. 

What this means for children is that more of them •• 25 percent of 
all children under age six » are living in poverty. Children of color bear 
an even greater share of this burden. In 1987 nearly half of all black and 
more than two of every fhre latino children under 6 lived in poverty. Not 
only are these children more likely than white chlldMn to be living in 
poverty, they are much mora likety to be living in long-term poverty. 

Other social problems plague our children and teenagen •• many 
but not all stemming from p(^rty. Last year, almost 11 percent of all 
newborn children were exposed to inegai drugs while stiU in tbe womb. The 
death rate amona blade males in Hariem is higher than in many Third 
World countries, Ufg6ly due to inor^nately mgh levels of violence. Decent 
health care is beootmng scarcsr in poor areas, both urban and mral. 
Emergenq^ rooms generally stand in for the family doctor and few 
preventive services, such as immunizations, are accessible to the poor and 
poorly educated. 

It is not onty poor children who are failing in school. Every indicator 
of academic ^achievement shows that the average itudent is lagging well 
behind studenu> in our competitM nations. Part of the answerls less 
demanding currlculums and lowe* standards. But even children who come 
torn middk-dass buisiUes are under greater sodal stress than they once 
were. More than half of all women with children under the age of sn are in 
the work force, and only 8 percent of school' age children live m families 
where the father rvjrks and the mother stays home. A three*year>old in 
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ftiU-time child care ouUide the home typicelly ipendi ibout half hii waking 
houn in die care of adulti other than hit parent!. 

Ai outlined in lhftl2aM|hflll^»fl^ 
shift the social burden l^omteacheti and neip Wdi *>^««jS«t^l%i? 
Mmpete academically. However, as a society, we must be wiUin| to think 
dSferentty about chilSren's developmental and educational needs than we 
currently do. 

First and foremost, the nation needs to rwognizc that In a veiy real 
sense, education berins at birth and not when chUdren enter school. 
oSScn arc bom toleam, and they must be healthy and well nurtured to 
do so properly. ThU means they need prenatal we, proper nutrition, 
prevenUve hilth care, and developmental learntag cxpcrienc« in the home 
Eld in botti chUd care and preschool settings. They also need good 
parenting, and our poUcies must recognize the primary Importance of 
strengthening families. 




necessarily — --- 

^?ft1n^h^2lSi?&^^?5i^^ftt 

how these programs are administered and <»«livefed so thaf th^^^ 
avaUable ata single site in the community or a school buUding To that end, 
CEO vvyges eveiycom«n«nity to conduct a swstenwtic ai^essment of the 
jTr^Wims avaUable for meefing the needs of chiWren and families. 

CED has spent some time looking into the federal role In dealing with 
this problem. InffidedisacaU foraMtionalresourcM^ 
intervention progrims that we know work, such as Head Start. MC, and 
teimunizaUoiis. But there are two other aieas to whlchwej^^^ 
essential for the federal government to be invoW^ coordinattog 
programs in education and child devetopmcnt and educauon research and 
development. 

The federal government needs to assess its own stock of children's 
programs, both in terms of their effectlvenea and the efficiency to which 

are delivered. We currentiy have chUdren's programs wattewd aU over 
the government We have educational support prp«ams to one department 
and child development to another. We haveHead Start in one ageng^ of 
fSSs and child <Sre for^dependent mothers in another. We have nutrition 
prosrams for poor motiiers and children in Agriculture and AFDC to HH5. 
Each has separate auUiortoation, appropriauon. 
result is tiiafby the time Uie programs reach the lUte level ttiey multiply 
SetaWy. AJntil reoent^y.^olSfornia had 160 Pwams for chUdren and 
youtij overien by 37 different agencies to leven different ?«P»rtments. We 
KwUttle wTy ofknowing how All tiiese programs reach Uieir intended 
constituents. While we do have some evidence about how some of our 
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prcgnuni ar« vvorkino, such as Head Start, WIC, nnd othen, we do not have 
the elightei^ c:mi ho^ uie :vAl\ty ii affecting the abili^r of itudenti to 
•ucoeedinichoo!. We are encourandt however, by the recent 
announcement of a new HHS worldng group, co^ired by .Tim Renter, 
that will look at wiyt to coordinate efiom throughout federal end state 
governments to ensure school readiness. 

This discussion of the federal role in education leads me to a 
coniideratlon of the President's America 2000 education strategy. On the 
whole, CSD is very supportive of the scope and intec of America 2000. 
The President, in articulating his vision, has placed education at the top of 
the national agenda, where it belong*. Many of the key initiatives to 
increase accountability, improve assessment, encour^e more flexible use of 
federal resources, bolster the skills of teachers and prindpato, and identify 
employability skills reflect positions CED has consistently taken in all three 
of It education etudies, beginning with TnvMring in pur QiildiMsn. The 
specifics of these positions are def/cribed in the atuchf 3 comparison 
between America 2000 and the CED education program. However, there 
are two key points on which we have concerns, and! would like to discuss 
these. 

The first concerns the role of the federal government in supporting 
educational RAD. In idl of its education reports, CEL has consistently 
recommended a vigorous federal effort in this area and, indeed, views this 
as one of the key areas for increased federal investment in education. Our 
concern, however, lies with the reliance on private sectoi contributions to 
support the new development effort to create a cadre of lMe>v American 
Schools. Our concern is two-fold. Corporations are already contrlbvting 
extensively to innovative education and child development projects at the 
sute and local level. But given the state of the econoipy imd the pressures 
business leaders might feel to contribute to the new devtjiopment 
corporation, current corporate donations to promising i ;itiatives may be 
diverted or even cut baek. This couki send a discouragi(i|; message to those 
practitioners who have been working on the innovathre npswoaches that 
could feed into "new American sdioctls." We would the,'tlore urge the 
development effort to identify and nurture the many exc^^ilent programs and 
approaches that already exist and which work, such as the Comer process, 
the Park East Secondary Schol in East Harlem, and tha Albuquerque 
New Futures School for teen mothers and their ^dren, 

A second area of concern is with the private schooi chok:e plan 
proposed bv America 2000. CED has k>ng supported ch^>ice among public 
schools. We believe public school choice can t^ect a hci^thy dose of ^ 
competition into educaticn. But C&J't trustees do not believe that choice, 
by itself, will drive educational change. As we point out in The llnfiiii|had 
A|en(to. public school choice should be applied only wherv! it ii part of an 
overall program to restructure the schools, where there it Adequate 
accountabiuty, and where (he special needs of disadvantaji<iid students are 
taken into account. We firmly believe that the first obligaU«: (ti of society is 
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*A ouftMntM BVf rv child acc«tt to quality education, not just the lucky few 

uSrv tK wttem It U orediely the inoit vulnerable e^^idren who would bc 
Kft inThft^ToerfoffiS in a private ichooi voucher witcm. 
hS^v* ^J^S^^twS?on^r^y=^<^ how •uchasyilem might 
?She SSSnSr 3 educaUon, ilnce there are no go«l example of 
S orivaw vSrstove been tried exteiwjveW and long enouA. b t 

former chairman of Procter A. Oamke, •}W^^,^^^,^if'^^^^^^^ 
te determined to tatroOuce private school Skj^JN^^ mlm?" 'The 
cArefuUv controlled experiment. As Mr. Butler layi, and i miote. i ne 

headlong 

vouchers until we know how the system might work to practice. 

I would like to close with some objervations from the research re 
CED published to June called F ' ' " 



ifflcr McNeill, research associate at Teachers College. 

Tn their uiaWsis of nearly a decade of education reform, Timpane and 
MlllerM?NdllSSd1?ha?^^ 

the results to education our nation needs, Ho^S^if'^^^ffS^^^^^^ of 

riSt SSiKKt ™^ of the education toitiatives currently being 
ISSttdi^tS^^^ of a new commitment to the ^;;^^^mtni of aU 
ShSnJnresouriS. P^V B^ve cojsideyble cred^^^ to^^^ 
communitv to driving tWs new agenda and note that m many, ii "Oi inwi, 
SiStffiew rSfwms would not have passed without business support. 

We mult conttoue to harness that energy and forward drive to 
comoleie%hte SSffcal tST And that. If Chairman ko^ nation's 
pl^e to educate aU chiWren to their hrileit <JI»«2 be 
effort, nothtog less than our future as a free and democrauc nation wiu oe 
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COMF SON OF AMERICA 2000 AND CID UUCATION PROQRaMS 



TT>« PrMktont't n«w An)«rlca 2000 Education Strattgy la ramarkably conaiatartt wKh tha body 
ofraoornmand«llontthatCEDhaadavak)p<KllnNafiraf aduc«^ tfwa atfnQ Our 



Atthough m may dinar on aorna of tha datalla, tha larga thamsa of Amarica 2000 aoho K«y 
CEO racommandationa on aducational innovitlon, bcttonvup managarDant, Inoraaalnp 
aooogrrtabity, improvino aiaaatmant, mora flaKlbIa uaa of raaourcai» boli*t()rino tha •RWi of 
taaohara arw prlodpalarineraaalng parantal Irrvofvamant, idamHying amployablHty aWtla. and 
raoognizlog tha Importanoa of tha^aodal aoanda" and tha naaa to go btyond narrow achool- 
bMadraform. ^toyarthalaaa. tha Amarica 2000 Educfttion Stratagy 
mtarvantton and aarty childhood aducatton itrataglta to addraaa tha numbar ona national 
aduoadon goal - Raadlnaaa to Ltam. Howavar, aoma InKMyaa cgrrantiy undanivay at tha 
Dapanmant of Haalth and Human San^ ara addraaaing thia laaua. Tht following oomparaa 
apacHto polnta In the Amartca 2000 Education Stratagy CEO'a policy poalttona. 



AfflidSiifiQfi 



CEP follolaa on Education and Child 
Davatopmarn 



Standardaar^jAaaaaamanf 



National atandarda in fiva cora subjacta 
(EngUah, math, adanca, Natory, and 
gaography) will ba aatabllahad. Amarica 2000 
doaa not aupport a national curriculum. 




writtan and varbal communication, math 
computation and raaaoning, and huva a 
common knowtadga of hiafory and 
titaratura. CED alac callad fc tha 
davafopmant of a 'Common curriculum" 
that inoorporataa tha akiila and 
kr»owladga naadad in a modam, 
tachnologlcal aoclaty. CEDhaanot 
aupportad tha davaiopmant of a rigid 
national currtculum. 



Amarica 2000 wants to allow tha National 
Aaaaaamant of Educational Prograss (NAEP) 





CED mada this racommandation In 



anoouragad to laaua ragular raport cards on 
thtif aducational parformanca. 



callad for comparat va raporting by 
schools, school districts, and statas. 
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A lyiiMn of vohintafy nMtonal MimkuNloM 

¥(l*h tMl bo* b«Jw ind 

•kit. b« dMttopwi tor towth, tlgMi^ 

l*»*lllh Qfido «ud«iti In ih» cor* 

EinployM vrill b« urg«d to pay MTiSon to ttw 

teMilnhlrlriQ. 



InwytinQlnQufOilldn 
«chitv«mtrKtMtingM 
lf«»rvtliO.».lWrd,Wlh, ^ 
yiidM) IT) tMiie rMdina. wrHrta ''H 
math ikM M vmN M m )(W eonUH 
vMi. StitMvvouldhvM thidiMn 



jsiciqrMomTwnGM 
tptcHwa 

orMjnth 



vMi. StitM«vouldhM«thtdto«k^ 
onwMohQrMMtotMt CeOhMjtoo 

of rHNv uMMtnant mtehanlMTW that go 
bayond muWpla choloa tMtt to mmm 
Nghw erdar iMM. parformtnoa 
uMMnwntaorportfofiot. mibl 

liv«l •mployMS for high ichool 
tanecrtpti or rtport w<t%. 



iQQfiyitifiQ 



Am#nc« 2000 caiia on builnost to lead and 
fund • new nonprofit rewwchtrxi 
dfvtlopmtnt oorpof stkMi that will idtnttfy and 
cfaati innovativt approach^ to fducatton. 
Builnm will b« Mkfd to ralia $1 90 to $200 
mUtanfofthlatffort. 

Part of th« innovation effort invo»v6i*ia 
craation on 636 naw "Amarica 2000 Schoola." 
Each ichool will ractlva $1 million in start-up 
funda to apply innovativa approachaa and 
bacoma natfonal modala of innovabon. 



in ail thraa o( ita policy atatamanm on 
aduoatlon. CEO calli for mora fadaral 
support for raaaarch and davaloprnanl 
In Innovallva approaohaa to taadjina 
and laamlng for all tttudanta. particularty 
tha dtaadvilntaatd. CBD haa tfao, 
Gonawantfy cafad on local and atata 
education syatama to apply tha 
principlaa of progreTw that work In a 
syitaniatlcway. ^ 



Cbolfia 



Amenoa 2000 aupporta Inoraasad parantai 
ohoica aa a prtmaiy atratagy for Improving 
ichoola. Thacemarplaeaofthlainltlativaiaa 
$200 mmionincantfve gram program to 
ancouraga looal communlUee to adopt choice 
ptM. Ittt underatood that to Qualify for a grant 
e community wodd have to induda prh^ 
iGhoeialnthelr choice plan. AmericaaoOO 
aiao propoeae a $ao miwon national achod 
cno4oe dert>onatration project and allowing 
Chapter 1 money to tofiow IndMdual c^iildren 
to whatever achool they attend. 



I snd Where t la part Of an overall 
pnxjram of educational reatrueturing 
Sat pcya particular attention to the 
neede of the dlaadvam^ CEO alao 
supported pubHc KhooTchdoe ^ 

that would enaura a txoad range of 
fffectlve educational progranrw tor al 
children In e community. 
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Tbt Amtrtoi 2000 pi«n focuMt on Mlvk^ 
•ohooit M tho looui of ohinqt and propOHs 
tortMchtrt. 



fnoff looil 

•ndpartntito 



prlndpili. 
how thtichool should 



TNt Df opoMi dtrtctty P«r^^ 
oon«mni caN for n>onom^jpr rtfbmi 
that propoli ohaogt in tho ochool 
buHdmg and tho (MMTOom. 



AmarteaacOOpropoaatorntarfla^dbHKy intha 
uao of fMaral raaourcaa m aducatlon In 
axchanga for anhancad aoooumabinty tor 



CED mada thta raoonmYandation In Ihl 
EarUar.mioadQO 
eaitadcnataKaato 
axampttha l)aat partefinInQ achool 
diatrlcta fronf> unnaoaaaary rulaa and 
raguiatfona. 




Amarica 2000 would provlda fadaral saad 
monay for profaaaional acadamtaa to upQrada 
tha laadarahip aMM of principata and taachara 



Thia propoairi la oonalatant with CED'a 
caHa for tha ravHabation of Taachara 
Camara and proQranrta to ln>prova 



prinolpala' managamam 



aWXaln 



Amartea 200O would anoouaga dHhrarrtlal pay 
for taachara of oora iubjacia. who taach In 
dMRoult aituTJona. who mantof othar taachan, 
andintataachwall. 



Thia ia vary oonaiitant wMh 
raoonmandationa In lQxl0iaalU]UC 
gjUlM on uaing paylllfR^M^ 
otf>af flnanoial inoanUvaatorawafd 
axcatanl pa^formanoa and to attract 
c^iaWMtaMtmt^^ 
auch aa adarKai noath* ar)d wv>ar<jity 
tchooia. Alaoraeonmandadwaranaw 
taachar earaar laddara. which would 
induda rnanlorlng rolaa, thai would tia 
oompanaation to oraatar raapomMty. 
CED aiao raoommandad amal granta 
and faflowahipa to anabia taachara to 
davalop and rapttcra Innovate 



Amanca 2000 would provfda (K^nti to 
anoouraga alataa and local ditrlcta to dovalop 
altamativa cartHlcatlon routaa for taachara and 



graMriA^ 
raqu^amantai 

propoalr>g Improvanaryta ovaral In 
bamr tralriing and davalo^^ 
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Amv^2000hMprapoMd$40.nlonln 
awtlk to Khoot (Mtrtoti «MK trnw tlgniflcwit 
^ In ttudtnt MMvMTMfn and 
NhelmNp* to tmmdtis»dm^m9»¥K» 

glvinlo hli^ Khool itudftntt who axMl on th« 
mwMhiovtnwnttMti. 



CED DM macSA no riconvnMcMion on 
tMMMto''nonoliiyrtw«r«to ^ 
indtvMMl Mtdonti, (MinJaotfoaJD 
Quf ChMdra Bi w tndof w w tho oonotpi 
o?KSraF«1m>rt dipjonwi to 
•tud«ntifortup«lcraohl«v«nwni CED 
•loo rwonvnincM gMn0 llnoncW 
mwdt to an tntiro Mhool Mff to 
rtwtfd ovsraX achool Improvomoni. 



7h«aodiiAo«nda 



Amtrtca 2000 calls on eommunWM to tMoom* 
•Amwica 200G ConmunWaa,' by agrMlno to 
adopt ttw fix raMonalaekicMiongoala, 
daviMplng atrttaglaa tor maaOna tha 
and iMMurlng thair iltoin^ 
aOOO oommwfty mu« ba wNNng to craata ona 
of tha sas Naw Amarlean Senoeto (aaaobova). 
Prtorty ba q^wi to oommunWaa wfth larria 
numbara of it-^iik chMran. 



m jpW, iNa wooomJ oorraapondi to 
flgfitMiinTMiUnflnlahtdAoandator 
bro«d«aaf1wnwu?5~7^_^ 
ofbualnaaa, adue«tton,andoofKiMnlty 
itMiara to tocMa ehanga at thatoMJ 
laval. AkayCEDraoommandMtoncab 
on oodMnunWaa and thair aohool ^ ^ 
ayatanw to oonduot an kwantory of how 
ttwy m maating tha adueuHonrf 
davatopmanW naada o( cMdrr and to 
davtaa atratotfaa for a d draaamg unmat 



Amtrtei 2000 oalt on th« nirtion't govtrnori 

«)d M Domtttio Pottoy CoMooH't Eoonon^ 

Efnpowimwnl Talk Foroi to dtviko 

ftrtSgiaafQfatftifTirti^ 

fidarfliMKt, and tecal and twim^ 

larvkM progmria for ctMran and ImMm w 

iha fidirai 1^ th» OapaitiTwii of Hm^ 

Human Sarvieaa raoar4v announcad tha 

oonao l diBon ot a fwrtbar o*jNpif fj>, 

p fOQf a ina for oMdran and tanwaa, trmdlnQ 

HaS eiart undar a atngia oNfd^ 

HH8 ^ tha Oapartmani of CAiorton^ 

ilao aatablahad an tntaraoanoy taak 

daviriop alraiai^ ter HoM^ 

aooMaaivtoaa. 



in Th«UnBnlah«dAflanda, CgDcatlafQr 
oraciarooordlnaitonorproaramaand 
naw InkaoM batwaan ha«A ar^ 
hunwi aarvloaa program and tha 
aducabon ayitam ai avary Itval. 
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ButinMandtiiborar«b«lnoeikMito m inyMtina in Qur CHidfn wt cajt on 

MtabNth iob^«lat#d and loduttry-specific skill irhployafa \q provMt rtguiir fMdbaok 
itindarda and to davalop tkiii cartiflcatai. to achoola on tha akil naada of tha ^jfork 

plaoa. InlliLLb^itiidj^^ 
uroM txiamaaatotiwn^ 
in vrarWng with aducatlon and thf 
oommunfty to davalop paiionnanca' 
baaad Qoaia that raflact raal adult aki 
naada. 



Tha Amartea 2000 proposal caila for tha itrataoyla oanarany aupportad In 

davak)pmant of Skin Cllnica in avary community An AmaftoiThrf Worka. whk^ IdantHlaa 

to haip ourrant vyorkara upgrada thair akliia and aftacttva axampiaa of oonaorDunvlad 

knowladoa. Induatry-baiad training programa. 
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PREPARED STATEMENT OF GORDON M. AMBACH 



Mr. OwlniiMi, Memb»« of Ihc CommlMe*. ud Staff Membcn of Ibe CoamhMe, I am 
privileted to b«v* ycor lnvtr«tioa to tmilliy o« tte thalln^ at achkviat ulioaa] 
Koait, Mltlat polky tot ulknal «l«e»tlo« iMtlng, aad.lhe op|»rt«»lly beftxni tb« Vailed 
States' Contftu and th« Pretldnt to brtes hl^ peifbmance into aU Amcfkai ' 
kavc tm M«)or wcommtndatloijs tor yoo. Rrrt, b to eaaet a natioaal edwattoa foal* t>Ul. 
Secoad, U to establiib a national slodent letting lyiteai. M^jf I SDmnarixc thcie propotaU 
and, then, picsent the caic tor actton on then now. 

T^Ht Bt<;nininendlltoni 

Hie CoDsitM and the President have a unKjne opportunity to cast a new dlrcctjoa tor 
Federal protmuas which Is necessaiy to rrshope the education of Awerlcaa students tor the 
21«t Ccntwy. The context is rlitlit and the pails of a comprehensive strategy can be combined 
in t Mil which would be u signincut in mi tor the Improvemeat of American edocatlon as 
was enactment of the National Oeffense Educailoa Act of WSI, enactment of the EkmeaUiy 
nnd Swwndaiy Education Act of 1W5 and several other Federal education actt over the last 
two centuries. 

Ust year the Hoase of Representatives In a strong, M-partisaa hshioa develop^ 
natloaal edacattoa goab bill. RR. »33, the Excelleace and Eqaily la Wacatloa 
la October tt passed lha Hons*, not only once but twic* Uatortnnately, It was saafBsd In the 
Senate on ptoeednral gmwade ia the very last mlantcs of the session. If H.R. »32 had passed, 
yoi would now iMwe In ptoca an endorsement of the education goals and Federal poUctes to 
Khifve the goalst the adalt Uleracy program; a mi^or profcssional dwlopmeat PW"> ■ 
merit Khools p»»«nun bjU< on Chaptw I; alteraathra certUkalfcmof »«^{!' "^JJ^ 
demoastratloo; a dem«nsJ«tloa of use of choice li the pnbtie schoolr, and o^her actlvl les 
designed to mm Federal ftinds to achieve natloaal goals. It is a sbaaw the act did not pass last 
year to enable states ud localities to move on the goaL 

The parts of a new act are > i many respects already avaUable to the CW". The task 
Is to craft ihem Into a single Jgy. To assist this process we 

design tor AOCdSI^- » »<arts with key provlsloaa of H.1L Ml and SJ, Strengthenlag 
Education tor American Families Act. currently reported ow of tii* SenaU Committee on Labor 
Md Human ttesouitcs and being considered In the Senate logethw wltli the P«P<«*»« «« 
America 200©. la Attachment 3 to this stateawut, I have nmmJi»i ^^J^^J^^l^ tT 
act ami. by retotnc* to certain Mils betoi« the Kmm of Repreaentatlvta and »« S««>«» 
r«eommc<Mlcd a way In which the best elemenU of these sewal bUIs n^r be drawn lor*b« 
In a FeCwal itrateiy for supporting the change needed to achlm « complete system of high 
jwrformancc Kbools for thJi countiy. 

In the proposed national education goals Nil, Anaka.Zl. m match Federal proems 
with the gods. For example, the build out of Mead Start, :ombtaed with stale a«l local pre- 
Kindcfiarteii programs to serve £il economically disadva:itagef! children. Is the ceatrai eltori 
to Khicve Goal I, Readiness tor SchooL The provisions 

entira Fed««J effort needed to whim Goals 2, 3, and 4. As proride* Is both ILK. SW2 wa 
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SJ, pollclet of ih9 Kc4eral |overam«nt nu^' assure tJI jhlldm eligible Ibr Chapter 1 are 
provided servtoeti assure tht Initial Inlenlloas of the Federal proportloa of support for children 
wtth hAndkapplof condllloni are met; aad provide for eipaMloa of spfclflc eflbrls to 
fttrencifiMui letralng In mathematics and Kieece already auihorbed la Federal i^aiatc. These 
are essential to Khlevi4| a 90% gradoatloa rale and high perfbnauKt in nchleveaeat in 
several subjects, Inclading mathematics and science, hut these steps mnst be supplemented* 

America 21 features » m^Jor Federal Initiative and commitHMBt of resonrces fbcuscd on 
more comprehensive restructurlag or syslrmic change of schools lo bring up the quallly In all 
of them, i nrge your attention lo the recommended Title IIL To Khleve the foals of 90% 
graduatloa wlih substantial Improvement In academic achleycBMat, partkvlarty In mathematics 
and science, we must have a crimprehenslve, Integpmted strategf lo crenle high perfbmunce 
schools for all students. The strategy must Include support Ibr raeaith and development; 
start-up grants to generate high performance Mhools; support for teacher and Khool leader 
educatton and retraining, and a mi^or commitment to iscorporaie learning technologies Into 
high performance Mhools, Hie new Federal effort must be built around coordinated use of 
Federally-ftinded activities connected directly vrlth state and local Initiatives to reform schools. 
The ftinds mast be used in accordance with comprehensive! lOng range state and local 
education agency plans. 

We are well aware of the extremely ticht Federal budget and the limits set for the next 
three years. But this Is the time to stake out a program for the decade and to use limited 
Federal expenditure In the nexit three year? by concentrating on direct Impact of some 10% or 
20% of the schools most in need of reform, while laying the foundntloa for an expanded effort 
In the latter part of the decade* At a time of 'pay/go,' we support enactment of a dedicated 
tax for such a Federal reform Initiative, We believe the Amerkan public Is prepared to support 
such Increased revenues dedicated lo a specific Federal strategy for high performance Khools 
and achievement of the aatlonal goals for education because such Investment In education 
reform Is absolutely esseatlnl to the world-wide competitive economic position of America and 
to security and pcKC In the world« 

The second recommendation for action Is on national student testing. The 
characteristics of Khievement tests and the use of such tests can have n profound Impact on 
what and how students learn. Across the nation we are having an Important dehate about the 
ways tests are constructed and the use of tests at local, state, and Federal levels, TTie debate 
on testing Is critical to the task of stimulating effort to acUleve national goals and to 
monitoring progress on the goals. 

Those of us serving at the state level have long debated the questions of the place for 
national testing. We have concluded as followss 

(1) A nationwide testing system with Federal, state and local components should be 
authorized formally through Federal legislation, 

(2) A new national entity, a National Board for Student Testing, should be established 
In the law. Hie national board would be responsible for sHtIng sUndards and oversight 
of assessments with authority to recommend but not require that various tests be 
developed. The law%vould specify the uses for whkh %ny national tests or examinations 
would be created, 

(3) The nationwide testing system would Include both program assessosents, such as 
now In the Nathiual Assessment of Education Progress (NAEP) and a system of 
Individual student exnmiaatlons. Both sets of tests would be developed tirfim common 
standards establish d by the Board, 

(4) The national program assessment part of the ^stem would be a bulld-out of NAEP. 

(5) The component of the system for Indlvldunl cxamlaattons requires extremely careftU 
design work and ptfot demonstratton of difforent forms of exams and pntteras of their 
ndminlstratloB among states, localities and the Federal gomunent. The prlmaiy nn 
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of MKb iBdMduil etimi wonid be to »mpro»e U»cW«| tnd letnlB| la dCMniMjr and 
Mcondan cdocicloa, rather Ihu monllorias peitonwuK*. "ne qrstca of 
cMinlaalloiii would be releled to cunicalm Md ta»trectlo>; tt woald eapkuln tc^lat 
of mitteiy of lutjedi lud cipMlile* when itadeaci Kbkre cbeai, rather thi« oa tHwd 
grade Khedoir, ii would eneooniie devdopmcai of ■ tarieJy of lypct ^ tortiaf. 
Includinc perfbnniiice isietsmenM: III principal aie would be to challeap and awtlvate 
stodeaii, CeKher* and Kbooli toward hl^ier performaace. 

A key F«<te«l lavertmenl aiuit be made la cxpaasloa of cduealloa anenmcnl and 
Informalloa lyMemi. la the IWOi the Nalloaal Aimmeot of Edoeatloa Progreti (NAEJ) 
beaan. It hai provided ImportaaC tread data about edueatloa la thU couatiT. I« ~ 
ex^nded I. the aumber of sub|ecti aiieued and la the u«of the« ■M«*««a« 
state basil. We have already had the first experieniei of aisessing mathematics, state-by-state. 
Authority for NAEP testlni stat^by.state will stop la !•» r -Iesi there li actloa to expand It 
We urje your support of such an expansion, as 1 have dcMribed It In my testimony both before 
the Senate and the House. (Attachment 1.) 

We urge that you Increase the resourecs available lior the collection of Infbrmatloa on 
indicators of education such as the report we have done on mathematks and 
state. (Attachments If one looks at the comparisons of ftands provided Idrthe^^ 
of Ubor, Department of Agriculture, the Department of Health and Homaa strriKO, » «>««' 
to keep accurate Indicators of progress In labor, health and agricuUure. you wiU see that bi 
each of these fields, the Federal government spends firom Hve to six times "'^^^'^^ 
information as It does In education. In these other Helds. the costs ranr f™" 
million Just for lnft>rmatlon about those senlces. In education, the •j,,'^' j» 
million at this point. We will not have progress reports on national goals; we wlU not have tfce 
data which tells us whether the Federal investment Is elective or not; we wlU not »•« the 
information about good practices in tht states or localities ~ unless wt Invest •PPro^"«« J; 
six times more in data collection for education at the Federal level. K««P I" ««nf 
be a cost of $250 million dollar on a nstionwide system which now has a $230 WUIon annual 
expenditure. 

rnmrnent on the Recommendations 

Mr. Chairman, in my limited time I have chosen to plunge right Into «•>« ''"« 
recommendations for Congressional action. The reasoning and comment behind these 
recommendations Is provided In the attachments. 

I have had opportunity over the past two months to testily on each of the subjects yon 
requested I address. Rather than repeat all of those statements here, I have Included four 
attachments each of which adds detail and rationale. Attachment #1 Is a »■ ««« »"|. IH» 
summaiy of my presentation to the Interim CouncU on Standards and Testing at the Hrst 
Council meeting. June 24, 1991. Two items of testimony back that summao', ^'7* 
the Senate Subcommittee on Education, Humanities and the Arts on the topk. Question of a 
National Testt Answer - a Nationwide Testing System" nnd a JJ«»" """'^ 

Subcommittee on Elementary, Sccondaiy and Vocational Education on He International 
DImenston of National Testing.' 

The second attachment is a press release from our Council and the N»«'onal Science 
Foundation on the report of state-by-state indicators of mathematics and Mience education. 
This report focuses on student and teacher indicators in those two subjMts. 

The third attachment is a statement before the House Subcommittee on Elemental^, 
Secondary and Vocational Education on "Achieving Nattonal Education Coals. This statement 
advances the comprehensive and torrCed , strategy for education reform, 21, 
introduced eariier. It also comments on the Administration's proposal, America 2000. 1 would, 
of course, be pleased to expand on those comments. 
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FloiJl7» Atlachment #4 U a copy of my teiclmony Mm the Senate Subconmlctec on 
CliUditm FanUy» Dt«|i and AkohoUsm ob the sailed of cMabUiMag a CblUrai'i IVast, 
Tkal slatcaMai dmiopi oar poi Itloa on i dedkaCed tax for edacatlon la order to provide fbr 
a pey-af.yoB.|o cxpaniloa for Federal educatton laiclacivei cri kal to itformlag the natlon*i 
sciioolf* 

AU of this may appear to stack ai one moN edocator's ipeclal pkading la wkal nuH 
seem to yov ei never ending reqnetti <o rachet ap annual edncailoa ipendlag la the Federal 
bud|H with Btort InemncnU on exlstlag Federal activilke. I aai not here to art for aM>re to 
do the same. Our Council Is advocating ftindameatal changes In the direction and ase of 
Federal fonds and In nntlonni testing of education progress. In fhctt <he position tt our 
Council on Issues of national testing was unthlnkabte even five years ago. We are advocating 
substantial change becauM our students will not be prepared for the 2&st Centuiy unless the 
Khools challenge them more and |:rovldc the opportunity to perform la world class 
competition. 



Wl^y Should The Federal Go v>rnrrt»ni Aft Now On Theaa RecommcndatlOlUT 

For more than txfo centuries, the orlentstlon of education polky-maUng In the United 
States has been primarily at the state and local level. There have been several occasloas for 
speclflc Federal Initiatives to be taken In association with a particular national need, bat the 
authority and fonding has been essentially state and kMal. Within the past 15 years* there has 
been a rapid growth of concern about the "national Interest* In eduatlon and the need for 
national strategy to strengihcn education. This has come about for several rusons. First, and 
foremost, Is Incemattonal economk competition. Oor markets are laot national but 
International, American students must be prepared for iwrk In an econo^;/ In whkh much 
work may be performed by a workforce hKated In many different locations around the gjobe. 
Working smarter Is absolutely critical to keep the Jobs at home and to malntala the natkn's 
economk strength. Preparing to "work smarter* Is not onjy a state and local Issue, It Is a 
national Issue. 

Second Is the factor of the U.S. rok In Intematknal peace-keeping and the natkn's 
security. We did not send SO armed forces W the Persian Gulfk It was one singk V 3. armed 
foite. No matter where the UA troops grow up or live, they are expected to operate with 
commoa terms, language, tactics, strategies, technologies, and qfstems of communkatka. The 
complexity of modem warfare requires a commonality of skill and capacity which Is nationwide. 

The third foctor Is populatkn mobility. In the United States fomllles crisscross over 
state and local boundaries with greater rirequency. They expect a move across borders will not 
disrupt the student's educational program or progress. 

Tlie fourth Is a concern for providing equality of opportunity for educatkn througliout 
the land. This foctor has guided most Federal acts since the 1960s. 

Fifth is the Increasing need to coupk educatkn strategy together with health and social 
service strategics. Since these latter services aie so much InRuenced by Federal law and 
n'^mlnlsiratlon, there has been a natural growth of Interest In linking educatkn policymaking 
more closely with national policymaking with these other services. An cxampk of this is 
enactment of the Family Support Act of 19M. This welfare reform act, of course. Is really an 
educatkn act designed to help dependent persons kam their way to new employment and 
independence. 

Sixth, Is Increasing recognltkn. Indeed "admlsskn," of the foct that educ&ikn In Idaho, 
or Alabama, or Vermont whiih uses similar materials, textbooks, tests, course requirements, 
Carnegie units, structure, etc. has more nationwide commonality than difference. If change 
or Innovatkn Is needed, why Invcni It 50 times over. Using scarce taknt and Marcc resources 
for research and development, startup activities of Innovation and strategics for change, and 
improved testing calls for nationwide action. 
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Scvenlli li the udentindlng chat even ihoufli the iiaiH are the prime Jurisdictions for 
ediMatloB policy and chanfe la polky, Federal Incentives and prodding are Important to 
stimulate and realixe state action. 

These ftKtors have led the natloa within Just the past two years to the unprecedented 
estabUshment of national education goals by the President and the Governors. They havf led 
to the cnrmt debate about national testing, shot through with the Issues of both how to 
improve the quality of educational results throu^ use of testing and which Jurisdiction (locals 
state or Federal) ought to be In charge of the challenge of reform* 

There Is an Important Federal mission to be launched. For the 1990s It Is a mission 
which must match the types of mi^or Initiatives that the Federal government has used from 
time to time through the last two centuries to achievement of national The Fedeikl 
government has . jver had the dlitct responslbUlty for education, but when a special need has 
arisen, racall what has happened. T^ centuries ago when a m^r activity was eipanslon of 
the nation to the West, the Federal government established the concept ot Land Grants to 
assure that common Khools wer^ available In all communities, iMrtkulariy through the model 
of the Northwest Ordinance. In the latter part of the 19th Century when reconstruction of the 
nation and the development of our mechanixed agricultural and Industrinl capacity was so 
Important, the Federal government established the Und Grant Colleges and Unlversltlei. Over 
the past century and a third, they have been powerhouses of research and development and 
education or a technical and professional workforce unmatched In the worid The universities 
transformed this nation's cKhnological capacity in a way not available In other countries. 

In 1867, the Office of Education was established to report on progress of education In 
the nation, a monitoring role It carries to the present. 

In the early 20th Century, at the onset of mass production and at the time of Worid War 
I, the Federal government enacted the vocational education and matlonal rehabilitation 
programs In order to assure woricers were properiy sklU trained During the DcprMslon years 
of the thirties, several Federal Initiatives In child care, early childhood education, Khool 
construction under WPA and other education support programs were enacted cs part of 
economic recovery. 

Post-Worid War 11, the G.I. Bill was the m%|or act. It had an extraordinary Impact on 
opportunities for higher education, more than any other single action ever taken by any of the 
states or the Federal government. In the latter 1950s the National Defonw Education Act was 
enacted In response to Sputnik and focused on programs to attract new teachers and retralu 
those In practice. 

In the 1960s, the Elementaiy and Secondaiy F^ducatlon Act, the Higher Education Act, 
Ubrary Services and Construction Act, Manpower Development and Training Act, and other 
Initiatives were started especially to proride equity and opportunity In elementary, secondaiy 
and post-secondary education. TTie mld.60s also brought Head Start, the recognition of a 
Federal commitment to poor children and their families In order to assure tl^ would be at 
the starting gate of Mhool ready to succeed alongside their more affiuent peers. In the 
Seventies came the Education of all Handicapped Children Act, a forther expansion of equl^r 
and opportunity for the disabled. From that time to this, the various acts have been reshaped 
through reauthorizations with the basic directions and purposes kept In tact. 

There Is extensive Federal legislation on the books. Ore principal problem Is that the 
promise of these acts, whether Chapter 1, or education of all disabled children, or Pell Grants, 
Is not reallied because they are underfunded* The target populations aw not fblly served. If 
we are to achieve national goals In this natloa, especially the goal of a 90% kli" 
graduation rate with a program of high standard ^nd quality, It Is essential that the 28% to 
30% of the population which Is either economically disadvantaged or disabled. Is served to the 
point at which a large portion of those persons are guided to giaduatlon. 
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Hm challenie of the 1990t U not Just to aiitire equl^r and opportttnliy for those wbo 
woHid otbersilie not be adequate^ served The ^ihalleaie Is also to reshape ibe rigor, quality, 
and stand&rds of the education progrtm for lU children to meet worid cUiss standards and 
prepaid for worid wide competition* Tlw 1990s aire a tine to address ^eailc rhanfe, 
comprehensive school*w1de chanfs, llicy time Ibr reexaMli»atloa of each of the separate 
svlilect areas, not only to assure they are up-to-date and ofchalkailai rifor, but to assure th^ 
are linked In an laterdlKlpllnary sense. Most Important !■ this decade Is to assure 
educational coatent demands hlfber order thInUnf with students derelopinf capacity for 
creativity, analysis^ questloalaf, and Judfiment which enables them to deal with ever^changlng 
circumstances and foshlon Informed solutions for situations new to theaL 

Refonn of this )rder requires communities and education jMrsoand to arefoUjr set 
education foals and targets and to thougbtfolfy design strateglei. It requires the opportunity 
for those who are opemllng Khool qrstems to be able to retrain or renew themselves In new 
techniques and practlcea. It requlrn carefoi but thorougjh latnNluctlon of the new technologKet 
whkh have transformed our businesses, mllltaiy, and health q^stims, but have noVoere near^^ 
penetrated the Khoois* 

While the Fedei 41 role In the past has beea to target a particular suliilect area such ^s 
vocational education or to target a particular population group, such as migraat children or 
economkhlfy disadvantaged children, In the Ninettes la addition to such targetlag, the Federal 
govemmeat must help sUtes and localities to transform the Institutions themselves. The 
Federal government cannot do It alL It can provide important Incentives. It can provide 
resources that enable states and localities to build out plans for reform. Most Important, It 
cna provide the resources to generate and Inspire reform, start up Instltutloa change aad 
retrain staff* 

fie Federal Initiative America 21 will require a slgnincant additloaai Investaseat over 
the decade, not a popular thought in light of budget problems* lie crisis la SALs Is drawing 
billions la ball^out. The crisis in the Persian Gulf has required substantial added 
expeadlturei. The crisis In reshapiag Ameikaa edncatloa demands Federal action which 
should be considered agalast the following perapectlve on Federal eipendltnres for elementniy 
and secondary Khools* la IHSM, Federal ftonds were 1S% of the total Federal, sUte and 
local expenditures for eleuMntniy aid eceondniy education. Hm percentage Increased to 9 J% 
In 197940. Bf 198149, the percentage had dropped to If the Federal level were 
continuing at 197940 proportions of total elementaiy aad secondaiy expenditures, today It 
would be «tll MUlon. It U now )17 blllloa; the pp Is $11 Mlllon. If Americn 21 were AiUy 
Ainded In Its first year, the cost would be lesa thaa 2/S of that gap, less than t2 Mlllon. 

According to the Department of Educntloa's own reports, between Fiscal Year 1910 and 
nscal Year 1990, after adllnstlag f6r Inflation, Federal pro^iM Ainds Imt elementary and 
secondniy edncatloa, decUned 15%. I;a constnnt Fical Year 1990 dollars,. Federal cxpendltnrH 
In 1990 nre buck to where they wer. In FlKal Year 1970. The use of Federal Ainding to hnvc 
a a Impact on elementaiy and secondaiy edncatloa has gilned no fnound for twenty yenit. The 
decade of the 1970s showed slgaincnnt Increases la commitment to Fedeml Aindlng for 
edncatloa* Those Increases have all beea wiped out In the past decade. The chnNenge Is 
twofoldi (1) to regala the momentum of the 1970s In provldiag Ainding for progmms of equity 
ind opportunity, mh ns Chapter 1 and support for dlMbled students, to thnt foil eerrlce Is 
pit>vlded$ (2) to build a new initiative on the scale of an NDEA, or ESEA, or the Initial Lnnd 
Grant CoHege program which sets a vision and a strategy to n/ktm oar Khools In the 1990s 
to serve students fbr the 21st Century. 

Mr. Chairman, Memben of the Committee, I appreciate the opportunity to provide an 
overview of racommendntlons Ibr action In education. I have tried to place the detnlls In the 
nttnchnmnts nnd nee ^y time to provide the context fbr yon to nnnlIrM the level ^ 
md the type of Inltlnthes the Fedeml f pve mm ent should be tnkvig during the 1990s. He 
context hns chnnged drnmatknOy. I nrpyon to think of the Unkee Ibronr nation nnd to mnkn 
siMMt fbr Inrgeled Inltlnthes directly relnted to the nntlonnlgoala. nrough sneb Instruments 
of levcmfs on oar ^rstem ofednutkNs, natloani obllgntfoas and responslbUMee can be met by 
prep^flng every student for success In nn Intematlonal 21st Centuiy* llmnk yon* 
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Attachment I 



(Ol NCn. OF (HIKF STATE SCHOOL Om^^^^ 



INTERIM COUNCIL ON STANDARDS AND TESTING 
NATIONAL EDUCATION GOALS PANEL 

OUTLINE OF KEY POINTS 
PRESENTATION BY 
GORDON M. AMBACH 

EXECUTIVE DIRECTOR* CCSSO 
JUNE 24, 1991 



Council charge: 'Advice on the dcsirabiliiy and feasibility of national standards and testing 
in cducation."... The goal of any such (testing) system should be to foster good teaching and 
learning, as well as to monitor performance." (Excerpts from S.64.) 

1. Importance of the Council inquirv for decisions at the national, state, local and 
international levels. Establishing an iniormeti record for decisions on testing at all 
government levels and across the levels. 

2. Major issues before the Council. 

a. Establishing the purpose of any national testing and the use of test rcsulis. 

Options for use of Tests: Information about student performance; 
trends and comparisons of performance within and ouuidc U.S.; 
influence curriculum and instruction; motivate student efforts; student 
selection; student credentials (promotion, diploma); program quality 
control; program accountability; distribution of Federal aid 
(opportunity to learn, rewards); support education restoicturing (results 
not process); others. Choice of te<t use must guide other decisions. 

b. Selecting program assessments (sampling student performance) or individual 
examinations (every student testing). One national examinatio i vs. a system 
of examinations. 

c. Authorizing a national structure responsible for standards and testing. 

3. Evidence to Inform Council deliberations. 

I.. N AEP Mathematics and Reading Comprehension Objectives. Test items and 
Levels of Proficiency. 

b. State Testing Systems - N.V. Regents Examinations, etc. 

c. International studies, lEA - Third International Mathematics ard Science 
Study (TIMSS), and testing in other nations (OTA Study) 

d. Other nationwide testing systems-Advanced Placement^ SAT, ACT, etc. 

4. Recommendations on issues under 2 above. 
The Council should propose the following: 

(1) A nationwide testing system with Federal, State and local components should be 
authorized formally through Federal legislation. 

(2) A new national entity, A National Board for Student Testing, should be 
established in the law. The national i>oard would be responsible for setting standards 
and r^-rMght of asscssmcni. vuh thority to recommend but not require that 
various tests be developed. Th.w la v vould specify the uses for which any national 
tests or examinations woiild iv, ^ J. 
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(3) nie nationwide testing system would ndude both P'I'P*™ '^^.^ 
now in tJAEP. and a system of individual student examiwUions. Both sets of tests 
Zld be developed from common standards established by the Board. 

(4) -n, national program assessment part of the system would be a build-out of 



NAEP; and 



::ulder.,phasi« testing of mastery of sug^^^^^^^^^^ 

them, rather than on a fixed grade chedule. U *°"'°"XTnrin(nDal use would 
variety of types of testing, including performance t'^«'"*""''"Pf"^P„7 higher 
b« to chalCnge and motivate studenu. teachers and schools toward higner 



performance. 
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C OI M II. OF ( HIKK STATK SC HOOI . OFFICFRS 



-QLESTION OK A NAHONAL TEST" 
ANSWER! A NATIONWIDE TESTING SYSTEM 

GORDON M. AMBACH, EXECUTIVE DIRECTOR 
COUNCIL OF CHIEF STATE SCHOOL OFFICERS 

MARCH 7. \m 

U.S. SENATE SlIBCOMMirrEE ON EDUCATION, ARTS AND HUMANITIES 



1 Chairman Pell, members of the Senate Subcommittee, and Staff of the 

Subcommittee, thank you for this opportunity to respond to your itivitation to testify on 
-Questiort of a National Test." At the outset. Mr. Chairman. I recognize and commend you 
and your colleagues who have been advocates for national examinatuns long before serious 
consideration was being given to these issues for most of the nation. I note «P«^''^' X 
responsibility for authoring the provision for national examinations in the Hawkin.-Staffora 
Act of I98« and commend you and members of the Subcommittee now for bringing the 
issues before the Senate in the manner of this hearing. 

Testing is at the center of learning. The characteristics and manner of 
questioning or Inquiry guides the form of education. How tc5ts«re constructed shapes what 
is thought and learned and. therefore, decisions about testing must be carefully made. That 
Is especially true now because of the relation of testing to reform and >mprovcment in 
American education and the location of education declsion-making in the United Sta c|. 
Our American pattern of decentralization of authority for education in states and ^^^^^^^^ 
is being weighed off against important national goals and purposes for education, wno 
establishes standards and develops tests is. in many ways, as significant a question as the 
content of the test. The right combination of common standards with variations of tests 
which measure progress toward those standards is central to a national solution. 

At the very time we search for successful reforms and improvements in 
education and debate the relative levels of decision-maWng at different Po»nts in the 
educational structure, we must also adjust to rapidly changing »«^hmqucs o as c m^^^^^^^ 
While we have a strong need to do things nationally - to improve opportumties for students 
nationally and take steps to increase our national competence through ^"^^'I 
be certain to enable and encourage variation. eKperimenution and i^^^^^^^'^" ^^^^^^^^^^^^^ 
us to create and recreate ever '»etter systems of testing attd learning in the future while v^e 
are putting new standards and tests in place now. 

2 Our response to a -Question of a National Aosf is to recommend "A 

Nationwide Testing System" which has the following three k'^y elements: 

a) A procedure and national entity for setting national standards for student 
performance, subject by subject. 

hV A system of both program assessments (through sampling of student 
performance) at national, state and local levels to determine program 
effectiveness and a system of individual examinations which might be 
nati)nwide. multi-state, state or local in administration which measure 
indiv;:^ual studem progress on the national standards. 
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c) A reporting system which enables students, parents and responsible education 
officials anywhere in ihe United States to be able to relate any one student's 
achievement to the national standards and the performance of other students 
in the community, state, nation, and even the world. 



3. Tlte first element is to establish a procedure and an entity for setting national 

standards for the nutionA^ide testing system. The United States currently has no national 
entity to establish national student performance st^rtdards. Such an entity, or Board, must 
be carefully designed and established through an Act of tht United Stales Congress and the 
President. The Board should be comprised of distinguished persons appointed in equal 
numbers by the Congress and the President, Appointments to the Board should be based 
on a thorough nomination process which assures Board members will be well-qualified for 
their responsibility, The Board's responsibility should be to establish "frameworks" of 
student performance goals and objectives, or standards, upon vhich both program 
assessments and individual student examinations are based. The process of setting such 
frameworks must involve key education authorities at state and local levels. 

Although it might seem establishment of such national frameworks is foreign 
to American education practice, ihe fact is that such a process is in place for the National 
Assessment of Kducational Progress (NAEP). The process has already been used for the 
subjects of mathematics, reading ;md the sciences under the direction of the Council of 
Chief Slate School Officers as a part of the development of NAEP examination-.. A similar 
process could be used by the new Board, 

A second important responsibility of the Board should be review of various 
proposed program assessments and individual examinations in order to determine whether 
they effectively measure ihe standards established by the Board with reliability and validity. 
The BoartI would maintain quality control of various tests to a.\sure rigorous measurement 
of both what students know and can do. The Board would exercir.- judgement on 
effectiveness of a proposed test for its intended purpose and the design for reporting results 
on the test. 

At this time. Mr. Chairman, we arc not presenting a specific hill for the 
creation of the Board, but we would be plea.scd to assist you and members of the 
Subcommittee and the Staff in the development of such a bill. 

4. Program a.ssessment components ' . the nationwide testing system might be at 

the national, slate and/or local levels. NA, provides the basis for the major program 
assessment component. For nearly a quarter century. NAEP has been providing periodic 
testing of samples of students acro.ss the nation. It provides overall trendlincs for siudent 
achievement. 

In 1988 Congress authorized the u.sc of NAEP on a state by state basis In 
1990 the first use of NAEP on a state by state basis - mathematics at the eighth grade level 
was implemented. You have authorized stale by state NAEP in mathematics at two 
grade levels and reading at one grade level in 1992. Authority for slate by slate NAF.P» 
however, stops at that p*jini. 

Wc urge you lake action as rapidly as possible to authorize the continuation 
of NAEP on both a national and state by state basis in five major subject areas - 
mathematics, science, reading, writing and history /geography - each to be tested every two 
years. Wc urge, furthermore, that you authorize voluntary participation in NAEP at a 
school district-wide level for those districts of sufficient size for appropriate NAEP sampli.ig, 
Wc have a marked up bill which would accomplish the amendments recommended above. 

Within the overall nationwide testing system. NAEP tests would be constructed 
to measure the subject objectives and standards established through the new Board 
frameworks described under point (3) above. 
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5 A nationwide individual examination system should be established within the 

nationwide testing system. This system could have several different forms of examinations. 
These might be used on a nationwide basis or by dusters of states or districts, or mdividua 
states or school districtt. The determination of their iwe would be made by 5fa|« o^^^^ca* 
education authorities. The examinations would be based on sundards esublished by the 
Board under item (3) above. The types and forms of various examinations would 
as noted above, to be part of the nationwide system they would have to be judged 
appropriate to measure the national standards by the Board. This system would enable 
creation of innovative forms of testing, including performance assessment, and enable a 
variety of approaches by states and localities in esUblishing individual examinations in an 
efficient and cost-effective manner. These examinations must be closely associated with the 
curriculum; used in a variety of patterns at different grade leveU according to those points 
study at which subject mastery is completed; and be used as "high stakes tests related to 
credit or credentials for individual students. 

States and localities have a variety of existing individual examination s)^term, 
the most comprehensive now being the New York State Regents examinations. Different 
systems, such as that in New York, could be incorporated Into the nationwide individual 
examination systems. 

Of special note. Mr. Chairman, is the potential incorporation of the voluntary 
national examination authorized in the Hawkins-Stafford Act of 1988 into this system. This 
examination has never been implemented. It could be one part of the nationwide mdividual 
examination system, its content guided by the standards of a new national Board. 

We recommend you take action to support the research and development 
needed to establish a nationwide Individual examination system. 

6 Common and consistent reporting of resulu from the different program 
assessments and individual examinations is of central importance in the nationwide testing 
system There is now extensive testing at all grade levels for American students. Tlie 
information from the tests, however, generally cannot be related so that results from 
one school or school district may be compared with another district within the state <>r 
outside of the state, or outside of the nation. One purpose of the nationwide testing sy tern 
is to create the means for relating results throughout the system without the necessity of 
requiring all students at all grade levels in all subjects to be tested on the same test^. 
Reporting systems must be established nationwide with information on sludent results 
related to other education indicators. This enables better understanding of the causes o 
student success or failure and helps results of testing lead to program and studem 
improvement. 

7 Testing systems carry significant costs in student instructional time, teacher 
time and in the cost of creation, administration scoring and reportitig oi test results. 
Careful estimates must be made on the trade offs betNveen program assevsment sarnp^.ng 
versus individual examinations and "every student testing." Careful estimates of cost mus 
be made over this decade so that an efficient mU of program assessments and indivicJua! 
examinations is created and coordinated so as to limit costs locally, state by state, and 
Federal. 

A nationwide testing system is essential. Information about the nations 
education status is certainly as important as information about the 
agricultural condition, and the condition of labor and employment. In each of these ofti^r 
areas the Federal government is now spending approximately six times as much for the 
collertion of information about performance and system Indicators as is true m educatio'v 
The commitment to a nationwide testing system must be accompanied by a commitment to 
a Federal budget which makes certain the testing system is of as high quality as we expect 
student performance to be. 

Mr. Chairman and Members of the Subcommittee, thank you for the 
opportunity to testify. I will be pleased ^^^^^^P""^ que-tions. 



ERIC ivl) 



113 




COI NCIL OF CHIKF STATE SCHOOL OFFICERS 



INTERNATIONAL DIMENSIONS OF NATIONAL TESTING 

STATEMENT BY GORDON AMBaCH 
EXECUTIVE DIRECTOR. COUNCIL OF CHIEF STATE SCHOOL OFFICERS 

BEFORE THE 

SUBCOMMHTEE ON ELEMENTARY. SECONDARY AND VOCATIONAL EDUCATION 
COMMITTEE ON EDUCATION AND LAi>OR 
U.S. HOUSE OF REPRESENTATIVES 



Mr. Chairman. Members nf ihe Subcommittee, and Staff Memb«rs of the 
Subcommittee. Thank you for the opportunity to testify at this important hearing on 
"National Testing: Pros and Cons." A\ ynur request. I will focus my remarks on the 
international dimensions of national testing. I speak as Executive Director of the Council 
of Chief Slate Schnol Officers and as ilie United States Representative to the General 
Assembly of the International Association fnr the Evaluation of Educational Achievement 
(lEA). the most significant international organization for international studies. 

I have four points to make. First, the value of international comparative studies; 
second, the necessity for a comprehensive framework and principles for conducting 
international studies; third, the importance of United States' support for lEA studies 
planned through the decade of the 1990s; and fourth, the relationship between international 
studies and nationwide assessment in the United States. 



1. The Value of International Comparative Education Studies . The value of 
international comparative education studies includes ;he following: a) they provide us with 
an understanding of the differences in curriculum, instructional practices and system 
structures in the various nations; b) they provide measurement of student achievement in 
different nations in a format which makes comparisons of results possible; arid c) they help 
us to understand the reasons for the differences in student performance in the various 
nations. For the United States, with the recent establishment of national education goals, 
international studies have a new importance in measuring Comparative progress, particularly 
in mathematics and science, toward our goals. 

Up until * 1980s, most studen.* and parents thought about student performance in 
comparison with .ncir neighbors or, perhaps, students in other schools within the school 
district. As one travels now across the United States talking with students and with parents, 
their concern Is about performance related not only ro the neighborhood or community but 
to student performance in the state, the nation, and particularly to students in other parts 
of the world. Our students and their parents recognize their future is in an international 
society and their association with peers around the globe will depend upon the education 
they have compared to that of students in Sweden, Japan, Singapore. Germany. Nigeria or 
other countries. They recognize, furthermore, their future employment is in an economy 
which knows no national boundaries. 

The common public notion of international studies of education is typically thi view 
of a graph in the newspaper or nn television which rank ordeis countries according to 
an aggregate mea<urc of student achievement on a particular math or science test. The 
assumption too often is that the only purpose of the comparison or the study has been to 
see who is winning the "education race." 
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to those programs. 

In the last 15 years, as we have become more and more concerned about the 
in ine last » j ^ . ^ greater attention to the 

policymaking for education In the United States, 
from investments in studies. 

lEA studies have bten undertaken for 25 years. ,J^e to l.unc^^^^^^ s 

Significant information on educanonal pri)t}icims and results related to progress 
Goal #4, Malhctnatics and Science. 
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lEA has other studies underway, including those on early childhood development and 
educati( A directed by David Weikart of High Scope Educational Research Foundation in 
Ypsilantl. Michigan. There are also studies of reading literacy and of the use of computers 
in education. Still other studies will be launched at the latter part of the decade, probably 
one of learning languages other than a native language of each country. 

I urge your strong support for financing these International comparative studies. 
The general authority of the U.S. Department of Education and the National Science 
Foundation is in place; the key is providing resources timely for preparation of state of the 
art assessments, an effective cross-national cooperation needed for implementation and 
analysis of the results. 

4. Intcrnali^nnl Related to National Tesiin£. The focus of the hearing 

today is on national testing. The design and conduct of international studies »s an important 
part of discussions of national testing. A majnr challenge before all of us is in making better 
sense of the various testing and assessment systems at aP levels - local, state, national and 
international - to make them efficient and to provide that results at any level may be 
related to results at other levels. 

Mr. Chairman and Members of the Subcommittee, a week ago ! had the opportunity 
to testily on the topic "Question of a National Tesr before the Senate Subcommittee on 
Education. Arts and Humanities. In my statement before that subcommittee, which is 
attached to this statement, wc recommended the answer to the question be a nationwide 
testing system. My comments today on international studies arc made in the context of our 
proposal. 

International comparisons in education have been and can continue to be based on 
assessments which sample student achievement. In international studies we are interested 
in knowing how entire systems or units of education perform rather than how each 
individual student performs. However, through international studies, we want to have a 
means by which achievemeni levels of students in any part of our country through individual 
examinations can be related to standards and results which arr international in scope. 
International comparisons must be related to national standards which in turn are the 
guideposu for student performance in any part of the United States. Through the link of 
national standards related to international assessment, we can determine the relative 
performance of individuals In the United Slates to that of students in other countries. The 
key point here is the importance of having a process and entity for determining national 
standards for student testing. 

I will not dwell on other features of the nation-wide testing system as des;:ribcd in 
the attached testimony, but I must emphasize the importance of constructing our national 
system so that there is an efficient connection with our national results to cross national or 
international comparative studies. This has not happened in the past. It will be a bold 
move for us to plan and implement a system which makes such relationships possible. But 
is is imperative that we design such an approach. 

To expedite the participation of the United States in international studies, it is 
essential to plan for development of a nationwide testing system related to international 
studies as they may be used by the several states. Many states will probably participate in 
the 1993-94 Third International Mathematics and Science Study (TIMSS) just as the 
Canadian provinces will participate in addition to Canada as a whole. The states need plan 
carefully now for 1994 with respect to intentions in participating in NAEP, as well as in the 
international study. There should be a close relationship between NAEP and the 
international study and, therefore, we hope there will be early authorization to continue 
state participation in NAEP. I urge the committee to take action to continue authority for 
the states to use NAEP on a state-by-state basis in 1994 and beyond so those states which 
do choose to participate in NAEP and also hope to participate in TIMSS may design their 
overall state assessment plans accordingly. 
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In conclusion. Mr. Chairman, I note that studies done througli lEA in the 196Cs, 70s. 
and early 1980s, yielded some of the most important information for a erting the United 
States to the necessity for major reform and restructure g of education. Reports such as the 
r g' '•'''-'''"Y r.. 4.-"" A«.«in., 11.S vlV.hrmaiirs from an Inlf riiHt i onRl Pcrsptt ivc 
which MrT'^ «udy of mathematics was very Powerful in 

Honstratmgthe relatively poor performance of American students in m^^^^^^^^ 
studies have not just displayed achievement results, but they have presented ""!><'"•'"' 
Xmaiion about the time committed to instruction, the nature of the ii« ruction. 
ammi?i^2nts for homework, commitments to standards expected of stndenu which have 
«n^ Sul messages to consider here in the United States. We must increase the flow 
of infSon fromlch studies. We cannot be insular aor provincial i" our apprc«ch "| 
«ringthening American education. One of the most important resources of information for 
reform here is in the examination of education in other countries. 

Chairman, Members of the Subcommittee, thank you for the opportunity to appear 
before you this morning. I will be very pleased to respond to any questions about my 
remarks. 

Thank you. 

### 
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Attachment Z 

® News 

Council of Chief Slate School Omcers Washington, DC 



For Immediate Release 
May 28. 1991 



CHIEF STATE SCHOOL OFFICERS AND THE NATIONAL SCIENCE FOUNDATION 
RELEASE STATE-BY STATE INDICATORS ON 
SCIENC*" AND MATHEMATICS 

Washington D.C., May 28. 1991 -The United States has esublished ambitious goals 
for mathematics and science education. These goals are both for student performance and 
for the opportunity our students have to learn these subjects. To realize the?^ goals we 
must have good reporting on the current stams of mathematics and science education and 
a well developed system to trace progress over the decade. The report leleascd today 
provides essential base line information for the work of the t99(Ks,' said Gordon Ainbach, 
Executive Director of the Council of Chief State School Officers. 

The Council's report on sci' 'and mathematics indicators provides the first ever 
state-by>state data on the condition of saence and mathematics education in the nation's 
public schools. 

With support of the National Science Foundation, the Council has worlced with the 
50 state departments of education to develop a system of comparable state indicators to 
assess progress in improving science and mathematics education in our public schools. 
The new report, mitltd, Staielndkaton of Science and M^haht^Educ^^ is the initial 
step in an effort to provide regular, periodic reporting of state science and mathematics 
indicators. 

The report demonstrates that in implementing educational reform in science and 
math, we cannot simply use nadonal averages as a guide,' says Luther Williams, NSF 
Assistant Director for Education and Human Resources. It reveals that there are large 
differences among the stales in student opportimitieft for learning, and that reform must be 
implemented on a state^by^ttate basis. This infonnation will sharpen the national debate 
about the coodidon of ouuh and science education in the U.S.' 

AddsWilliantt, "Oneof the more disturbing figures is the number students-less than 
half of all high school graduates-wbo take 'algebra 2.* Algebra 2 emphasizes problem 
solving and the relationships between variables* These concepts are not just an essential 
base for further study in idence and maUi, they are critical in many manufacturing and 
technical Job* and help young citizens become discriminating consumers and voters." 

Coarit EatoUMeati la Sckace aad Mathcmatki. The sute indicators include rates 
of student course taking in high school mathemadcs and sdence. The course taking dau 
provide an indicator of students opportunity to learn sdence and mathemadcs at different 
levels of die curriculiun. 

As of the 19S9-90 school year, the Council reportt Uiat 81 percent of public high 
school studentt in the U.S. take algebra 1 by the time they graduate, 49 percent take algebra 
2, and 9 percent take calculus. Student course taking varies wide^ by sute at all levels of 
nuuhemaUci, for example, die proportion of studentt taking algebra 2 varies from 65 percent 
to 33 percent 

As of 1989-90I, the Council finds Uiat 95 percent of public high school students in the 
U.S. take biology by the dme dKy graduate, 45 percent take chemistry, and 20 percent take 
physio. Course taking in sdence tlso varies by sute, for example, Um proportion of 
studentt Uking cfaemistty varies from 62 percent to 33 percent 

As cocnpared to national rates of course taking in 1982, the Council's recent sute 
dau show that enrollmentt have increased at all levels of high school sdence tnd 
maUiematics durin| the l9Ws when sute graduadon requirements were raised in many 
states. Enrollmentt in algebra I increased from 65 percent in 1982 to 81 percent in 1990, 
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in algebra 2 from 35 percent to 49 percent, and la calculus from 5 percent to 9 percent 
Enrollments In biology increased from 75 perccm in 1982 to 95 percent in 1990, in chcmistiy 
from 31 percent to 45 percent, and in p^ca from 14 percent to 20 percent. 

Sixteen sutes reported science and mathematici coune earoUmentt by student 
gender. Tbe dau show that rates of course taking are equ^a]eDt for male and female 
studentt from junior high courses up through trigooomeuy and chemistry. Boys comprise 
55 percent of enro^'ees in calculus and 60 percem of enrolUu i In physics; girls comprise 55 
percent of enroUee^ in advanced/second year biology. 

Tcachen of Sclcacc and Mathe«a(lcs. Tbe Council report also includes indicators 
of ^ber quality and teacher suppfy and demand. Dau on teacher* in 30 sutes show that 
nine percent of high school nuthematics teachers are not certified in math'imatics, and eight 
percent of biology teachers, eight percent of chemistry teachers, and 12 percent of physics 
teachers are "out-of-field." Sute-l^-sute dau show that seme sutes have 20 to 30 percent 
of mathematics and science teachers assigned out-of*field while others have none out*of- 
field 

Forty*two percent of all high Khool teachers of mathematics majored in that field 
in college, uid 54 percent of ?il high school teachers of science majored in a science field. 
The percent of mathematics teachers that majored in mathematics varies by sute from 17 
to 62 percent, and the percent of scierw teachers with majors in science varies from by sute 
from 31 to 73 percent 

In all stMes tuere is wide disparity between the percentage of students that are from 
racial/ethnic minority groups and the percentage of minority science and mathematics 
teachers. DaU from 33 states show that while 32 percent of students are from minority 
groups, 11 percent of mathematics teachers, 10 percent of biology teachers, and 7 percent 
of chemistry teachers are from minority groupi 

The majority of high school science and mathematics teachers are male, but the sex 
distribution varies considerably by subject and from sute-to^uie. Forty-five percent of 
mathematics teachers are women; tbe proportion varies by sUte from 21 to 69 percent 
twenty-two percent jf physics teachers are women; the proportion varies by sUte from 10 
to 49 percent ^ . , 

Sute dau on tbe age distribution of teachers show that 20 percent of high school 
mathematics teachers and 22 percent of science teachers are over age 50, while, by 
comparison, 21 percent of ail high school teachers are over age 50. The proportion of 
mathemaUcs and science teachers over age 50 varies by sute from 10 percent to over 30 
percent. j. « • 

State Edacatioa Udkators SyslcM. The Science and Mathemaucs Indicators Fioject 
is one part of the efforts of the Council's Sute Education Assessmem Center to establish 
a system of state-by-sute educational indicators that are used to regularly report on the 
condiUon of educaUon in the nation and the sutes. The Assesiroem Cemer was esublislied 
in 1985 to coordinate the development, analysis, and use of sute level data. 

The Council's new report on science and mathematics indicators was written by Dr. 
Rolf K. Blank, the proje<i director, and Ms. Melanie DalkiUc. the project assistant Copies 
of the repoa State Indkaton of Science attd Maihematks Education, can be ordered for 
$12.00 per copy, pre-paid, from: Council of aief Sute School Officers, Sute Education 
Assessment Cemer, 400 N, Capitol Street, Suite 379, Washington, D.C. 20001. (202) 624- 
7700. 
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Attachment 3 



COUNCIL OF CHIEF STATE SCHOOL OFFICERS 

R<«nj|?< C<nki on Fducittoftil fgaiu :i>: Wi.M<^ \uxt Educaiiun \*^»mfni Ccnxa 



-ACHIEVING NATIONAL EDUCATION GOALS* 

STATEMENT OF GORDON M. AMBACH, EXECUTIVB DIRECTOIc CCSSO 
BEFORE THE SUBCOMMITTEE ON 
EUiMENTARY, SECONDARY ft VOCATIONAL EDUCATION 
COMMITIEE ON EDUCATION AND LABOR 
JUNE 27, m\ 



Mr* CkalrauB iad ncttbcn of Ike SttbconmlttM: Ike Coavrf^i and the Prettilciit 
ban tMlqMopportiilty 10 Mil •Mwdlractloalto Federal pi^^ whkli ti wwmafr 
10 ratkapi tke odvciUoa of Asffkai itvdcaU for iIm 21« CeatBiy. The context ti right 
ud tlM eliMwti CO bt coatilMd li Federal IcgUlatkM wUch wovld bt ai ilpmcaBt In 
im Ibr llM Impnmnmt oT AaMricaa edncatlon ai wu en a cf e t of tbe National Defer c 
Edncatlon Act of 1958 and cnnctnMnt of the Elenwntanr nnd Swnndaiy Education Act of 
1H5. 

Lnit year the Meabert of tUa Snbcoainlttet and tbe AtU Committee worked very 
baid In a alioni, bl-paitltan teiklon to develop a national edncatkw foali Mil, H.R. 5932, 
tke ExctUencn and Eqnity In EdncatkM Act of 199^1 la October It paued tke Honte, not 
on^ once bit twkt. Unlbctnnatc^r, It wai »na»ed In tke Senate on procedural groundi In 
the very lam mlnntee of tkf letilon. If HJL 5932 kad pasaed» yon would now kave In place 
an endonemcnt of tke foaU and Federal polkiM to ncklcve the |oali; tke adult literacy 
pro^iun; a m^ piolmflonal devetopment program; a merit ackooli program built on 
Chapter 1; altenntlve ceftUlcatkNi of teacken; a BedbUlly demonstration; a demoattratlon 
of UM of ckoke In tke pnblk ackooU; and otker nctlvitlea deriped to proride tke Federal 
component Ibr Implementing national goali. It li a ikame tke act did not paii last year 
to enable tke nation to Implement the program rather tkan recnftlng the leglsUCIon. 

National nctlvity now fbcuies on progress reports on Ike nalkwal goals for education. 
Tke new CouncU on SUndards aad Testlag began Hs worit Just Monday. The activity 
centers on stating tke goals* measuring progress on tke goals and reporting on thf m« but 
Federal action to assist states nnd locnlttles to nctunify ackleve the goals Is at ground uro. 

Since last November, w« have been urging tke Congress to take the ns^'^nal goals 
bill as a matter of first Importance In 1991* CongreM ku delayed nctlon vending receipt 
of Admlnlstrmkm proposals. You kave themt and I urge the Confess* as rapidly as 
posslbtet take tkis one n^Jor opportunity you will kave In 19? i nnd 1992 to act oo 
Improvemoit of elementniy nnd secondniy education witk p jnprehenslve nnd coherent 
nntlonal cdncatlon gonls act 

The components of suck an act are In many respects nlready available to you. The 
task Is to crail tkem lato a single strategy* To assist In tUs process ire kave recommended 
a leglslativt deslfu Ibr America 21. It starts wItk kty prorisloas of HJt 5932 and 5 J, 
Strm^Ktkenlng Edncatkm for American Families Act« cnirently reported out of tke Senate 
committee on Lnbor nnd Human Resources nnd being considered togHber with the 
proposals of Ametka 2000* In the ouUlne and summary attacked to n^y stttement, we hnve 
summarited tke mi^or topics of tke net and, by reference to certain Mils before the House 
of Representatlvfs aad tke Sennte, recommended n wny In which the best elements of these 
several bUls m ^ be drawn togHker In n Federal strategr ft>r supporting the change needed 
to achieve a complete ifystem of high performance Khools for this counliy. 
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tL^M^hoAtUL smniSX polkto. flitta Ptdiiil i«wnu^ mutt •«««•« 
rMWrAl nrauMtlM of Mppoit fbr cUkbfi wltfc ■aMleappng comuwm mn 

lt«H^ »i^!tald !■ Fi*«l iU4«<* TWti an nwiUal to mUwIm ■ J0» r<M^Mlloi 
r^/kWb^tomwSta ^Me^ I- "W"** '^'"•'^ -rtfcwwtkt ud 
S!S^^«I.3^« -0^^ mtr-d-ita, or qr.te.ic chu... W. 

racommcad ihli aBdcr Title Hi. 

af Mcd for utioul eoMMW. M Klloi to Klilm the*. AffMrntat on ttnttfitt n» 
?iSSlSitr^Md. Wrtk«l«rty, th. .pocUlc F«lml rote im fdoctlom ku bew .inch 

•ecordaiKC wllh comprehcn.lvc, Iob< nin|e .Ule wd locd plan.. 

If Federal ftov^t m to be • drivlni toict tor »«V«.te «;«««.«lop •»•«•« 

eh.ng.Itour«!^J7Iirhh.yeb.e«« .bllsh«l In restructuring of bu,l«...mUU.nr 

and other Mnrkc, mu.t be applied. 

1 Thtxt mu.t be a thorough de.Ign of .trategle. by tho.eifwpon.lble tor 
iJu«t "a performance which Integrate «tioo. to move •••P'^'--*?.'^'" «^ 
rieHBUo detlied high peitormance Khoolfc TW. de.lp work mu.t be done 
by t^^autS who wntrol the ««.urc« of the education *»»> 
2. ?a^ 0? the be.t expert advice avallabte. Tl- part, o «b"^ " 

R&D rtaff devetopment. technotoglcal change. impUmentatlon and 
a.se>.ment - murt be aligned through an Integrated change .trategy. 

n,e le.H>n. of Kderal. State, and privately .upported eltort. over the p«iit 
25 yeSrT iddlcate pi^-Vmeal program. addre«.lng component, of the tyMm 
do^ rt.r i-%»««m>« Whe. R&D I. done through on. 

Juri.Twion.ta»fd.S;iopmentth™ughano.her.l..r^^ 
v#» inoihtr - thcM Kparate effort., which may r*.ult In Isolated po.itive 
«.ult. do not ad^ up to .y.«emlc change. When Federal progr|m.. are 
TdiereS wmeilme'. through the >t.te. and «metlme. dlrjctly ftx.m the 
J^Jarimeluof Education to I.EAs. there 1. no cohesive or multiplier Impact 
from the Fedfral expenditure.. 

Federal hind, for change of elementary and «condaty education («* of total 
eSn«.) m«.l be linked with state education fund, and loca education 
fuTdHf leverage tor change 1. 'o occur, V ^n" ' 7.HlS 

Federal program, through State and local education -gencles under Federally 

approved plans. 
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2. PiofTuu to npport cdMtlM raMtivh ud dtvtirpHMit and to oitabUifc 
Mw Uil ptHbmtaco iciKwli noil bt ntkapod lato • itrottgsr for 
dfvtlopUg ta MUln qrttMi oT lOgli ptribnolag lebooli* Som commcau 
■boot tbi AdalalatntkNi*! prapoiali Ibr RAD ud mw Kbooli li In order 
to kad to ov rwowMMditkHk 

Wt coMNsd tht ABMrica 2000 profnua for buslacii coauauaity aad 
bttsiamkadirfbadlaf ol«dacatloBlU(D« IV tllNt to provldo RAD for 
coaiprtbtaflvt tcbool ckaafi li partkalaity iiilcoaM, Thcrt ars, bowmr, 
tm taonaooa gapt la Um AdaaaittraUoa*! prortau llrtt, tUt privcteiy 
lappoitid RAD profraai U act dbractHjr coaaoe ed with tbt lastauiloai that 
opcratt 9thuA$t Hatt cdacatloa afcadM (SEAi) aad local cducatloa afeaclci 
(UA»). Socoad^ Iht effort U aot Uakad wUh vay lacreaie la FederaUy 
ftiaded RAD or witb ibc adaUaiitratloa aad bm of corrrat Federally fooded 
RAD« 

We caaaot conprehead wby AdnlalKratloa baukf lolely oa a privately 
fooded aad aiaaafcd effort of r%;?carcb ai the ceaterplecc of Iti deslga for 
cbaaie Ibr the awit Important fbnci7oa of fovemaieat educaltoa. Private 
eaterprite muf help, but It li aol toaii^L^ to expect edacalloa RAD ihould be 
asilgned to the private Mctor aay aiore lhaa Ibe aatloa would assign RAD 
for healtht tecarity, iraniportatioa, or other wrvtcee to private enierpriie. 
FuitheraMNPe, RAD for educailoa hai long beea coaildered a miOor function 
of the Federal foverameat. Hai the AdmlaUtratloa glvea up oa the 
Departneat*! capKlty to provide leadership la edacalloa RAD7 

We welcoaM privately fUaded RAD, but If It li Intended to help change a 
large aad complex public eaterpriec, It most be linked directly wtib that 
public ealerprUt. Yft arge the Congrett to eitabllifa wtlhia DOE a m^or 
R&D iBftltute, with couateiparti Incorporated la the italef, which hai the 
million of RAD oa conprehenilve icbool change aad works at real lyitemic 
state and k>cal problemi aud lolullons. Private coatribulloni to Ihii Inslllule 
for educalkm RAD should be encouraged aad Incorporated In a total 
prograiti of the Institute to be both privitely aad publicly supported* Indeed, 
private contributions should be considered aa Incentive to expand Federal 
f^iadiag for RAD througli a matching program. Each private dollar should 
geaerate aa additional matched Federal dollar for RAD. This would double 
the elfod of private effort envisioned la America 2000 and could lead to 
sopport oa the order of $400 mlllloa. By Unking the Institute program 
direct^ to state and local RAD, a multiplier efRect In doing the research and 
using It to change Khool practice Is attained* 

The authorlxatloa of the aew rcKarch and developmeat Institute within the 
United Slates Department of Educattoa and a Mparate authorization for the 
appropriation would be Included In Part A of TItie III. 

We need to be rvmlnded of the magnltade of reforming American education, 
a system with 1 10,000 schools and $230 blllloa of expenditures. Schools must 
change oae fay one, but they cannot be reformed unless local and state 
^nems provide the leadership, asslstaace and support for reform. The entire 
^item cannot be reformed unless there Is a structured pattern to connect 
RAD with start up money for demoaslratloa schools end, then, connect the 
results of demoastrallon Khools with all other schools. There must be a plan 
for elfoctlve multiplier effects fhom earty aiodels to unlverk. practice. The 
task may start with 500 Khools, but wt cannot start sensibly unless wt Irnow 
how the start leads to muhlpllcatloa rapidly reaching 1,000 and 10,000 and 
tens of thovsands of schools In this decade. 

We believe It Is Imperative to conceatrate Federal fonds on a "change* 
strate0 whkh links the Federal cflbrt with state and kKal plans for change 
to high performance. Even If all the Federal education programs wene 
aligned In luch an effort, the total Federal leverage In the system would be 
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amBdiiipMtMtortKptMM. r«dmlftiadiwUckwoKldlMi added by lUa 
pivpaM MMl cowact iHth oUw FedMRj fkada tad AOil N «Md 10 lev^ 

lUta aad local AuMUag tor ckaaai. 

We ■ail al» Uto aola Uttt local Klwol dMtektt aad lUtaa ta^ 
pii>Cra.uaadpi^tofrtlbna. '•^^ 
toTaitaia aad maagUMa ihoM laftMrau aad, abow all, Mait lalatorea 
colMfha aad $fUmic ittorau ralbeff ihaa a Autktr ipUattriag of eacrflei 
aad approacbaa. 

necoiapioraailbrciaattafUi^ptrtbfaua^ 
III, iTc, aad a na appioprfatloa ft>r iMaa P«>f^" .'^•^^ 
mM$ llae t(e« with taada arallabla lo tha Hatea aad local aducaaoa 
I^lbrtbathiaaparpoaai. Mlataaau fcr allocatlo. ^ 
dt^maeat aad laHradloaal iecbaolo0 woaM be raqalrad wlih Oeilbl lly 
IbrthaamaUallocatloaoflWBdIagaccordlaitoaitaUplaa, TtieiUttpUa 
mM^^t^ loaf letai itralev oT ibe lUta lo eiUbtUb a Qnte« of hlgb 
pcffomaMe Kboob aUag Ibe Federal moarcee tbr meaicb aad 
developaMat, tUrt ap deawailratloa graaU, proftMloBBl developmeai and 
Icaraiag lecbaolo0. 

Part B iboald be llaktd togitber wlib Um MD prograai la Part A lo ibai a 
lUte plaa aad pn)gra» aad local pit^icti ^VK^^l"."^ 
Iheia weia explktt coaimUaMaii lo lacoiporale "^"^ O"**'"/* '"/^^ 
dcveiopBMat ^i/blgb pedbnaaace KbooU. SLnUarljr, Part B woald be Joined 
wUb the Frieral pn>graaw of Udt drretepawt lo that • "J 
program aad local projecti woald aol be approtable aaleii tbeit were 
MpUclt coaimllBMatt to lacorporate ate of eUfT iralalag nindi In ihc 
deveiopmeat of hliU perfbrmance Kboolt. 

To itart ap Of traatfbna aa eiUteat Kbool to be a higb Pw^""*-;- ' 
leqaliaa aa expeadliaia btip>m6 itgalat operaUag coitfc TOi caablet 
plaaalaa. dettoL balldlag coaMaiai oa acw dliadloB, parcbailng aew 
materiali or equlp«eat, itetractariag flicUttlea and ertaWlibIng new wayi of 
operatloa Amt Kbooli aad Kbool dlHricti, Tbtre aiuit be Hart up Mndi to 
WmaM cbaagt, aad ih«y may be aecded during a one year period or pertiapi 
ov^Tmeral ynra for a Kbool Federal fteadi Ibr lUi parpoee ibould be 
allocated to the ttatee oa a formula baeed oa Chapter I niadlag. with a fbcui 
oa cmtlag Ugh pe rrormance Kbooli wllh priority to lenre Chipter i;<"g>ble 
ttudentf. nwK Mndi would be ai«d over the decade lo •»<«WUb an 
Inciaatlag number of high perfbrmance Khooli through a program dIrKlly 
linked with profbuloaal dtvelopmcnl and aa emphaili oa incorporation of 
learning technoloi^ 

Federal ftindi for high perfbrmance Kbooli woald be administered by «|«l« 
educatloa agenclei which would be encouraged to Increase the number of hl^ 
perfbrmeace Kbooli as rapidly as possible. TOs could b«J^n« ^ 
establishing this pii>gram Initially Ibr a period of Ave yc" ,,!^,^ 
allocatloas vttabllshed tor each of the years. A ^ate ^"^^ JJ^ « 
Kcelerau Implementatloa toward compleU qrMem ^^^[^^''^^J^'^^^^^ 
an approved plaa and be esslsted by advanced Federal ftinds credited agalnti 
the state's ftituit allocatloas. No state could receive more thaa a total of Its 
Ave year allocatloa. This provlstea would stimulate system planning and 
enable those sUtet maklag good progress to reach their goals eariler. 

nie aggregate program under Parts B, C and D would be authoriaed at one 
blllloa doHaro, aa amoani which Is la line with the addition of tht^^^nX 
perts of America 2000, H.IL 5932 and S2 on which It U '>««*^'^^ 
authoriiatlon must be of that sUe to assure comprehensiveness of strategy 
and success. 
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3, lUftrvctviftgorbvilACMaBdtlMMlUUiylUioccmrre^ 
hawbMlnlMdfitr 4vt|3f Ma CMtaiou^ U chi«ii Ut w^r IImj work. 
IUilnctwls|i«qiliifptnowMilttiiwfc*n^^ It 4oit lUtlt good to 
ifovk i«vt wttk jMtfdAjr*! or Utt ytif*! 

worim MMl kMp cvrrnit, wkkh wmu mbitaBtUl coBtlatinf lavtitacat 
latrtiaftaf. 

' Hm cbaafi itrattv to icUm mUomI tdMtloi lotli niMt pvl Uibtit 
valM 01 itiUr dtYdopiMM, bdk prMmlct awl oa4ho-Joh. TMCbtr tnlilBi 
wu ot the bfttrt or NDEA. It kks bM i ptit of Fodtnl proruuiln ^ 
Vftrio«fActt»i»ckutlwHI||crEi^M«UooAct Boi ftudilbr thlt pvrpoM 
uf for bdow tho need tftdttcatloo practkt U to te ttmwfd qrstcmkalty. 

TItk iV, ladiidci proruis ft>r botli pra-trnkt m4 OB-tiM-|ob 
profih.il0Hal dtrdopnr jt la a way wUc\i aU^u tlM ttalTdmlopMeat projwu 
with tho other coMpoatau of qrDfis chaogt throoch tUU plans and 
f dmlnlitralloa. Hwm piovUlonf wctc pauad hy tho Hoow Uit yc«r and 
ag^aad to hy tht AdmUlitntloa awl tatt laadMnhlp. llMy would bt la law 
BOW wm It not Dm* the procedural Modi In the Sonatc last October. We one 
thoM provlsloas be anthorlxed mi Itio III, Part C, of America and 
ru»mmend one half of all fiinds for Pi Jti B, C and 0 be coinmUte<' staff 
dcvtlopmcnt« 

4. The drivlBg fbitt for rcitracturing bailnete, mllltaty, and other Krvicet bai 
been t^hZiotkiMi chanfe. The Impact of dcvefopmeats In compuUtlon, 
aotOMatlo«t robotke, aad tetocoaunnnkatloai la eoterpria^ other than 
echooU ti abnndaat Yet, learalnf technoloiki are at the aiargla In most of 
edncathw. Th^ wUI iti^ theio aaleti etrateglei for chaafi Incorporate 
rtqaliemcoti Ibr «m of teaming tachnotdgjr at the core oT edocatloa 
KStmctorln^ Separate citegprteal prognuni for teaming techaoloflr wlU noi 
chaaii the ^ytteM. Uae of teaming technotegka nwst be required In use of 
•tut np fbnds for hlg|i peHbmunca achooU and la itnff development 
piorami. Our recommeadatloa for Part D requkvi not teas than ;o% of 
ftinde for Parti C and D for this parpoae. ThU makes learning technolo0 
Intepid to the other nctMttes. 

Ihesf four concepts are essential to a strategr for chanis to a qrstem of high 
perfbrmanct schools* We hope you agree and, together with eolteagues In the Senate, build 
tUs part of the aatlonal goate blU around them* Wa reconunead also two other parts of 
thte atte - Part E, HcxIbUlty for Edncatloaal Perfbrmance, and Part F, Dcmoastratlons of 
Edttcnttenal Opportnnlty and Options for Parenu and Students. Wa have supported earikr 
vfrslons of *flcslbmty* and wlU support ait 859 IfU Includes sUtt agency sign-off on local 
perfbrmance apaements; provisions of foods to suu edocatloa agencies for required 
technical asslstancet and rdmburMroent for the cosU of those states which participate la 
the review of regntatoiy burden, 

I will comment moio about the 'cholco* demonstration pn>cr«B ^Ad other proposato 
for "chotea* inter. Befoio teavlag the proposals for high perfotmanct schooU and America 
2000, 1 must draw o«t a fondamcntal Issue of edncalten fovaraaAca Imbedded In the 
Administration's piorMa. The Admlalstratloa propoan a radical change la goveraance 
of Federal adntition propmau by reassigning responsibility lirom state and local edocatloa 
■genctea to Governors. Amertea 2000 assigns Govemova direct control and administrative 
KsponslbUltloi Ibr the setecttea of new American achooU; designation of merit schools, 
selection of prafosslona] devefopment academtes Ibr tenchera and profosslonal development 
tcademtes for administrators, awmds to teachers, and approval of the Chapter 2 program. 
The pfopoenl does so without one word of explanation or ratlonate as to why such a change 
would better nchteva the adncattenal olives of the provraas. 

If thera ai« good reasons for the chnnge, tet the Admlalstratloa advance them for 
open debate, We uife thm the America 21 program preseated here, Including any parts of 
America 2000 as yon might lncovpontt> be administered by staU aad local educatloa 
agencies and not by Governors for these reasoatt 
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1) AdalalitntlM of Amiiu 21 pnvw mM to l**"^' ^J*^ 

SS3l loM^ F«d*rtl ftudlng (•» «P««) «•»• •»•« 

local tai\i$. 

' SrtrXo of oIlMr Fedtnri «).aUk» i«o|r«« ^J)^ ."S 
flMiwl ESEA. Ctaptw I ESEA, vooUoul •••eilfcwi, Edwatlo. of AU 
Sffipyr afi^ ouTlll. to critld tor iMIt 
tmrtfi boa V*C*n\ Audt ud ■■Ikortty. 

Zwto«Pp!tan*!S^^ofuWo^«ppoWiiUtt«W^^ 

;s:^,£;s;SXd!!S..fco«Mtad^«^ 

Uw. 

^MUM »tth mubowdi of odMMloa ud cWtf lUto Khool offlcm 
iSSSSi oS-r of »>««Mtt I. B-M"^- •d«.llo. of 

ckUdiw aad tdttUi inuucMMto paitliaa poUlki. 

Ailfci loe«l I.W1.0W •.Ho. fcM dt«lop«l t »0M»u-«MM 'IIP^** ^ 
££uS .JSdpllTm^ olt imd ta P.MIC po&y ttHtejr to to odd 

i2S«l«tti, ttkool tewl Md pwTldt tor tmnioco of lefcooli with miy 
aipKUlkMi ntk coalnl wUl to M»-puttou. 

iSSll P^pto. te^dJc^tto- •<»«t'rtto«.ppn-ch«, 

COIUI.M 10 to « -toeiivjy 5:r*2^SL:!2Si.^SlSS£^^ 

■MdM. That MM itraclBrt ud qnttM of fONniMCO wiu iorv* imuiwb 

;iff2r«ri.i^i*tooto,op«rtiM^ 

ttwanltei KKtort, and oltor parpoMt. 

>kBiM la MioUaMt. u laeorptrattd la HJL »3* or '^'"r^. ~I 

^iSJlrfirTitoa 2lT»S^ Tto Ho«o approttd ttott pnwtoloai. 

ftf iinawnitfitlat 1^ "** "* to»d« tor dwlct, aiaca la 

Mtooto, tack u Ite Alaa Rotk School IMsMet proirm. 

T*»«ah d««)ai»raUoa iltorti, tt to pottlbto to toil Ito toariWUy aad daalriW^^^ 

" "^.!^SL!L^?^JJlJ^S«2to ? toUt^ that to aood«L nioagh 
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defiDltioa of *pabilc school* Anterki 2000 itites, The definttlOM of Vobllc ichoor ibould 
be bnMdcMd to mean «nj Khool that lervei the public and li held accounublc fagf a public 
authority.* (p. 31). 

We oppoie the commitment of a larfe scale Federal program orceillflcatea for choice 
or of the slgnUlcani alteration of Chapter 1 and 2, programi which already provide services 
for children In non«pubUc schools, Hiese proposals an noc sound. Hie energy and 
rosonivni proposed for them should be redirected Into the cwtral Ihrusl of a restructuring 
program which provides research and development, demonstration ftudf» staff training ani 
learning technologies to develop high peHbrmanc« schools. 

Mr. Chalnnan and mcmben of the Subcommittee, thank you for the opportunl^ to 
comment on these essential Issues before you. We hope an America 21 Act wlU be reMi'A^ 
In 1991, and wt will help In any way to make that happen. Hiankyon. 




45-246 0-91-5 
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Anerics 21 
Achtevinft NftUoail GaiIi for EductUon 



TI.U I Rii.hliihi» v> >^^^>i PAt^rinn On>U> ^bdiflei lU goaU; wWi 10^ for higher 
(HH. 5932, Sa)< 

T..|,n v}^ |i n.^i^ PnMoaM to tuure and Impr^je earJy childhood education 
lei^kei through Head Start and other programs (5, 911). 

•n.!. in-nn.li i 3 4 and?: Sdwol completion. student adiievement and compedtlveoett 

High Perfonnance SchooU for the Nation. 

MM by authorixing pubUc and private education R&D effort to 

^^i^SiS Z^^pfopm umter leadership of new InsUtute for 
EducaUoo Research in USDOa 

f^-^^^n^ High Pftffr— sdww.U--Start UP to create hi^ 

ZftJmMM y^^ conceptt from S. 2, Education USA (S. 1135. H.R. 

lS^nX2SS2^^ 2460^ S. 1141) to create high performance s^ 

CpS^qTS usS^under sute plan for Parts ^ B. C. and D. 

D.- n T«.^r ftnd c>j^i i*.A>y nffl*''y™"*- Pro^^"^ development 

and S. 1141). 

Mrfomi^U("^^ of high perfoniunce icbooU' tpproprUtion) 

ud cqMiMk Sur SdmoU (S. 2). 

rift F nflflWII 'r P t^'--"'""' R"^"- DemoM««tioni of flexibility with 

fcdeni profnini bued oa H.R. 859. 

nrt r fitllllf rt OnnortimltiM and Qn tinitt-Pemonitf«rioaproiwt«b.sed 
OD H.R. 5932 of 1990. 

Title n/ n^i <■ t j trnfr mil Fr"""'' l>r«du«lvitv~AduH Utertcy propwtU of S. 

l2d Hit 7 5l' <)Z™wri»io M to employment prep«.tioiv 

iodudinc youth apprentlceihlpi, to be added. 
TIllrY nnilfrSlff F^ r''""M«nl«- Authofi»tionofcompreheiiriv«ietvice»prog^ 

rftlR 8^ s! 1133 «5 pS e ntS revUion. of Dni*-Free SchooU. 

xi.u -Ti-nn.! 8- .« P«.u«nM..y PAi^tlon- Authoriiei ACCESS profftm of 
'lita. Stid^«M«iSlSg of S. 1137 «w« other provisions to be 
Included in HEA reauthorization* 
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AMERICA 21 

ACHIEVING THE NATIONAL EDUCATION GOALS: 
A FRAMEWORK FOR LEGISLATION 



June 27, 1991 



The foundation for ''America 2V is H.R. 5932, S. ?, and other bills structured to 
relate Federal programs to achievement of the goals. The bill must be comprehensive to 
address all goals and it must provide a streamlined, coordinated use of federal resources 
targeted to ^)rogram strategies for changing the education system on a large scale basis. The 
bill should contain the following titles directed to achieve the national goals: 

Title 1. Estflbliahiny National Educailon Goali. This title should codify the six 
national goals, add two important goals for higher education and teacher quality, and link 
each goal to the federal programs key to its achievement through policy statements 
committing resources to those programs. (H.R. 5932 and S. 2, Title I.) 

Title II. Goal It RgadlnMs. S. 911, the School Readiness/ He ad Start Entitlement 
Act, should be inclufled as Title II. S. 911 makes Head Start an entitlement and expands 
vital health and social services for preschool children and their parents. 

To assure that every economically disadvantaged three* and four-year-old child has 
access to early childhood education and development requires expansion of Head Start 
linked with other federal, state and local efforts. The objective is service for all eligible 
children, hut all eligible children do not have to be served by Head Start dollars. The 
combination of programs should meet the objective. 

Head Start dollars are allocated based on each state's proportionate share of eligible 
children. These funds should be used in a state plan which leads to service for all children 
entitled to such service. When all disadvantaged three- and four^year^old children are 
served, whether through Head Start or some combination of Head Start, Even Start. 
Chapter I, and state and local initiatives, states should be authorized to use additional Head 
Start allocations to upgrade the quality of services, initiate programs for parents and 
children younger than three years, and/or to extend services of a "follow through" nature to 
Head Start eligible children in the early grades of school. This provision would etu ouruge 
states and localities to expand their own initiatives for three- and four-year-old children and 
to reach the objective of full service to eligible children more rapidly with fairness in 
allocation of funds among states. Slates would be permitted to exercise this option by 
submission and approval of a joint plan by the state education agency and the sta^c agency 
primarily responsible for children age 0-5 by the Secretary of HHS. 

Title III. Coals 2. 3. 4. and 7; School Completion, Stud cnl Achievements and 
Competitiveness in Mathematics and Science^ The goals of increasing graduation rates, 
improving student performance, and attaining world preeminence in mathematics arid 
science arc inseparable. Achieving these goals depends on large scale system change in 
education through an integrated program of research and development, high perffirniance 
school demonstrations, teacher and school leader training, and use of learning technologies. 

Title III of America 21 should include these components with requirements for the 
components to be planp'^d and used together accorilmg to state and local plans. The title 
should be structured as follf)ws; 

Part A R & D for High Perfonnance Schools. Creation of a system of high 
perfj)rmance schwls must be based on research and development supported by both public 
and private sources. The R&D effort should be led through an R & D Institute within the 
U.S. Department of Education which administers a program to solve systemic state and hi I 
education problems. The Institute should be authorized at $200 million ovrr 3 years, with 
provisions for the federal funds to be used on a match, dollar for dollar, with contributions 
from the private sector fur the Institute, lliis wouli' double the effect of the private funding 
and lead to support of up to $400 million for educational R&D. 
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■n^ li»tituu> iwjuW sumwrt R & D in Mtioiwl centers tixJ for sittM or consortia of 

the R & D studies and findings in their projects. 

. - # n r' •ail n P»m B C uul D bclow to authorize and 

proviJ3r^r,rrba^irAS^ 

coiaponenti. 

«. «i ui^ o^»f^irmmm€» SckiMkls. To Start UP Of transform an existing 

fundiiag. 

P«,t B Is built on key concepts contained in Model Schools of 'J^ 
Schools (H.R. 24W ana a. u^i;. » • ... ^-ffQ^nancc schools 

p,*™«,<. school ...w "^'i^i °"is,?.r^S""b.i»».. 

follow: 

be $1 billion. 

0 Each state would receive a.t allocation by formula based on its allocation of Chapter 
1 funds (basic and concentration grants). 

gowmor. the state legislature, higher education, business, and labor, 

Z w.. -aptcr 1 and other federal P'"8ran«; and t^^^ 
wtem lEh performance schools and the steps to oe lanen lu """" Hittricts 
onrf. schools, equal in number at least to the number of Congressional districts 
plus two. to a steady increase towarci 100% through the decade. 
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Each state education agency in the first year would distribute 85% of its allocation 
on a competitive basis to LEAs or consortium of LEAs based on their applications. 
In the second year and thereafter. 90% would be so distributed. No less than half 
of the in-state allocation must be used for Professional Development Academies 
under Part C and no less than 10% of the in-state allocation must be used for 
learning technologies in high performance schools (Part D), 

The SEA must make competitive awards to at least as many high performance 
schools projects as the number of Congressional districts in the slate plus two. 
Awards of Federal Part B funds could be made to LEAs for use only in schools 
serving Chapter 1 students. All LEAs and schools in the state would be mcludcd in 
the )ong term state systemwide plan for high performance schools, but Federal funds 
under this Act would be targeted toward schools serving Chapter 1 students. 

In the first year of the program, funds allotted for statewide activity under the state 
education agency would be used as follows: up to S% would be used to design the 
statewide plan for high performance schools and the strategy to achieve the plan; no 
less than 8% would be used to provide assistance to local education agencies on use 
of R & D findings and preparation of local plans and applications for the programs; 
nor more than 2% would be used to administer the programs under Parts B, C, and 
D. 

In the second and subsequent years of the program, funds allocated for statewide use 
for the state education agency would be used as follows: not less than H/c for 
technical assistance and huild out of the state design for a system of high performing 
schools; not more than 2% for Administration. 

Part C " Teacher and School Leader Development. 

Professlonpl Development Academies, In-service training is key to preparing teachers 
and administrators for changing learning and teaching in our nation's schiuils 
Professional Development Academies established through consortia of l.hAs und 
IHEs should be authorized as in H.R. 5932. In order to fosler maximum schoolwuit 
coordination and reform, the academies should be crafted to serve both teachers and 
administrators at one UKatlon rather than the establishment of separate ucadcinics 
as proposed by America 2000. The steady federal match of 75% provided for in 
H R. 5932 should be adopted rather than declining federal investment proposed t>y 
America 2000. Other teacher programs to be established with additional targeted 
funding would include items from H.R 249S. 

National Teacher Corps. A National Teacher Cotps funded at $70 million would he 
established as proposed in H.R. 593'> I'he progr;ini should provide grants to attract 
highly (jualified individuals to teaching and help meet the needs of smics with 
teacher shortages. 

F.l«nhov»er Math and Science Teacher Training. An addiii.mal $M) million in 
funding for the Kisenhc.wer program as auihori/etl by Title IV of S. 2 shcuiM he 
provided. The Kisenhower program ^^ould be amended to require that use ol lunils 
be linked t(j state anti loca! high performance school plan.s. 

t hrista McAulifTe Teacher Fellowship Program, l^e current McAulilfe proMram 
should be revamped and funded at a level of $27 million u.s provid^-d for in S. f 
to tfcale needed opporluiiiiies for accornplished teachers to expand aiul upgrade 
their professional skills and W(.rk ^^ilh olhcr teachers and ^chool dislrkls to iminovc 
in-u^ ice iraming. sfatf devclopmeni and student achievement. Hie McAulitIc 
prcjgrani would be amended t(. require linkage in use of those funds to slate and 
local high performance school plans, 
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0 TcuclMr RMOfnllkm, A $5 million teachers awards F^vgram for excellence m 
education as provided for in H.R. 5932 should bz esUblished in each state to provide 
recognition and financial rewards to teachers who meet the highest standards of 
excellence. 

Part D - Leaning Techaologkt, Learning technologies would be supported by the 
\m of the in-state allocation to high performance schools under Part B. The state plan for 
high performance Khools» including use of funds under Parts B. C and D would mclude a 
description of how learning technologies will be expanded to 100% of schools over a su-ycar 
period. In those states partidpaUng in Star Schools, the plan should also describe how the 
program will serve high performance schooU. In addition, the increased authonzauon for 
the Star Schools program in Title IV of S. 2 should be adopted. 

Part E - FMbUlty tor EdocatloMil Perfomance. Demonsuation projects are 
needed to test the impact of combining various Federal programs 8aJ>w.n8 ^^^^ 
regulations. This part should incorporate the proviions of HK 859. muoduced i>y 
Congressman Goodling and based on the provisions for educational performance 
•^rccments contained in H.R. 5932 of 1990. H.R. 859 should be amended to provide state 
agency sign-off on local performance agreements; provision of funds to the state education 
agencies for technical assistwce; and reimbursement for the cost to those slates parUdpatmg 
in the review of regulatory burden. 

Part F - F4lQcallonal OppoHanlty and Optical tor Parcslt and SCadeatt. Title VI 
Part E of H.R. 3932 should be included to provide for demonstrations of state or local 
polides for open emollment among public school programs, parent involvement programs, 
and improved methods to involve business and communities in public education 

ApplicaUons would be required to assure that any project assisted will not 
discriminate based on race, religion, color, national origin^ sex, handicap, or »mpwe «he 
progress of desegregation. Funding should not exceed the $30 milUon authonzauon of H.R. 
5932. 

Tttto IV. Coal ^Anit i ni f^»^ Prttdiictivttv. The national literacy 

initiativ?SriS?W^ '^,^l^H?I.teS 
21. The provisions should be modified to assure Uie programs arc well coordiwted with 
state adult learning programs and that consortia of LEAs are eligible to ^^^^^vcn Start 
projecti. Additional lefjlation designed to strengthen P'^P^^^S^.^'^'J^^^^^ 
cmploymem of both youth and adults should be made part of Title IV. TTw legislation 
should place emphasis on the combination of training at the school and workplace. 

TiiU V. Ga^^ ^ SUf#. Dnif.yw# Sghooli. Student performance is affected 
subsuntially by the quality of the school emrironmem and the availability of comprehewive 
services supporting good health, and family sodal and economic strength. Impovenshed 
children and youth must have coordinated education <»'^^^^^**'^^- J.]^ 
provisions of H.R. 812 and S. 1133 for comprehensive ^^T^^* «^V«^"^[f" .f?^.^ 
should be incorporated as Title V of America 2 . Tlie provisions j^^^^f « 

demonstrations of the waiver provisions of the Administration's America 20W flexib li^ 
proposal. The program should be administered by sute education agendes and assure that 
LEAs are the lead local agetides. 

Provisions of tt t Drug-Free Schools and Communities Act would be referenced 
under this titie. Tlicsc are currently under consideration by the Committee. 

TiiU VI. Co«l ^» to Pn,t ,fnf VAntmiUm. Federal programs and 

suategKri^ti^^ "^8her Education Act 

reauS^^^ reauthorization should include provision for Pe I Grants to be made 
an entiUement. The provisions of S. 1135. the Studem Aid Simplification Act to streamline 
the needs analysis for student flnandal aid should be adopted. 
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The provisions for America's Commitment to College Education and Success for All 
Students (the ACCESS program. S. 1134) should be included in Title VI of America 21. 
This program establishes early intervention programs for 6th to 8th graders and awards 
scholaiships to disadvantaged students as incentives for postsecondary study. S. 1134 should 
be modified as follows: 

o The eligible recipients for funds to establish or expand early intervention programs 
should be LEAs, not individual schools, l^al education agencies are the fiscal 
agents for schools. Operating the program through LEAs can leverage district-wide 
r {plication and expansion of successful projects. SEAs should not administer the 
program to individual schools. 

o ITie formula for distributing funds for early intervention programs to SEAs should 
be each state's relative share of Chapter 1. This formula best targets funds on the 
students in need of ACCESS and is a well-established means for distribution. 

Titig ynu AsMMiBf Student PTformanp g and Mnniiorinf Goals. The provisions 
of S. 2, Title U to establish a panel to monitor progress on the national goals is included. 
Continuation and expansion of authority for the NAEP State-by-State Trial Assessment 
should also be included. 

Major issues of establishing standards and procedures for nationwide assessment-- 
both program assessment by sampling and individual examinations- must be addressed 
through Federal acUon. A National Board for Student Assessment as recommended by 
CCSSO (testimony, March 7. 1991) should be established to set the directions for a 
nationwide assessment system with the appropriate components of program assessment and 
an individual examinations system based on the same standards to be established through 
the Board. 
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: COUNCIL OF CHIEF STATE SCHOOL OFFICERS 



TESTIMONY ON CHILDREN'S TRUST INVESTMENT ACT OF 1991 

GORDON M AMBACH, EXECUTIVE DIRECTOR 
COUNCIL OF CHIEF STATE SCHOOL OFHCERS 

MAY 14, 1991 

U.& SENATE SUBCOMMITTEE ON CHILDREN, FAMILY. DRUGS & ALCOHOLISM 

Mf. Chairman, members of the Subcommittee. I appreciate having the opportunity 
to present a lUtement today on behalf of the Nation's sute commlwioncn and 
superintendenu of education concerning the legislation you are introducing, the Children's 
Trust Investment Act of 1991. The bill tuthorizes fcn important strategic investment 
Americi must make in children and their education by providing a dedicated Federal lax 
for key children's programs. Including eduation. We strongly support your effort to link a 
new revenue source directly to services for children. 

You have heard other testimony as to the need for an inaeased Federal resource for 
education and children's programs. I will not repeat those points made. 

I must emphasize that if we are to achieve national goals for education, we must 
make a greater national investment in a commitment to Federal education programs. We 
must serve all eligible children for Chapter I; provide the 40% Federal share for services 
to handica) jcd children; luthorixe and fund a Federal program to recruit and train 
qualified teachers; inaease and enhance the proven programs that promote educational 
research, assessment and replication of promising practices; undertake new initiatives to 
faciliute the Khool-to-work uansition and assure accett to postsecondary education without 
forcing smdents and their families to incur crunching debt burdens. An essential way to 
provide vital new resources for proven education programs &nd strategic new education 
initiatives is the enactment of a dedicated tax for education. 

Last November our Council, for the first time, unanimously recommended the 
enactment of a dedicated tax for education. Legislative specifications for the dedicated 
revenue and the programmatic increases we propose are atuched. The concept of a 
dedicated tax to provide hinds for programs, including education, is at the heart of the 
Children's Trust concept. That part of the bill we support strongly. 

The dedicated tax is the only way significant new resources can be directed to key 
Federal programs. The Budget Enforcement Act. as Gramm-Rudman-Hollings did before 
it, precludes increases to levels of investment needed in any domestic priorities. All 
programs must "pay-as-you-go" with specific new revenues, or compete in the "black box" 
with programs contending to be essential to our national objectives. 

The new revenue should be directed to education programs. The polls show the 
great willingness of the American public to support taxes targeted to education. This public 
attitude should be used to target a new tax to education. 

Although we suongly support the key element of the proposed bill - the 
authoriwiUon of a dedicated tax for education - we have serious concerns about other 
provisions of the bill in creating the vehicle of a "trusf and in the provisions for the lacox 
funds raised by the dedicated tax. You have invited constmctive criticism of this PIpP<»* 
in order that a consensus can be developed around a significant new means for heaera^ 
financing of children's services. In that spirits we offer the following comments ana 
recomitiendations: 
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• The pro|)oscd use of funds under the Children's Trust would piovide for a 
substantial amount of the funding to be used at the discretion of a state for a variety of 
programs. This is in effect a state block grant, or revenue sharing, provision. It is included 
presumably in order to assure that the several programs can be coordinated and •*'5ed 
flexibility to meet particular state needs. 

We urge that the provision for block granting, or revenue sharing, under the trust be 
deleted. Rather, the revenues of the dedicated tax should be assigned soley for use of the 
specifically^authortzed Federal n^^ograms to be supported by the dedicated tax and in 
accoriance with the appropriations priorities established by the Congress and approved hy 
the President. The argument for establishing a dft,'»cated tax, or a new "trust," is undercut 
if the revenues returned to the states may be used in a block* or general, way. We believe 
it is extremely important for the regular processes of authorization and appropriation of 
fuiid: in the Congress to prevail in the use of a dedicated tax for education. The processes 
can be followed by enabling the appropriations committees to control priorities for use of 
the lax revenues by appropriating amounts for each of the Federal programs supported by 
the dedicated tax and, if appropriate, other K,eneral Federal revenues. 

The objective of strengthening collaboration and cooperation among Federal 
programs which provide services to children is better served through the use of other 
provisions. For example, one way is to use the proposed "flexibility" bill, such as advanced 
in H.R. 5932 of 1990, The Excellence and Equity in Education Act, which narrowly lost on 
procedural grounds in the Senate last year aft^t passing the House ui.ammously. 'luch a bill 
is now being proposed for educatisu by Congressman Goodling. Under such provisions of 
flexibility, the state and localities have the opportunity to merge programs designed to sei /e 
particular target population groups or individuals in a manner which provides a specific plan 
and design for using these funds. Through this route, the objective of collaboration is best 
effected within the overall Congressional priorities and to reach the children served through 
a variety of programs. 

Anotht. example, a statute, such as the Young Americans Act, could provide for the 
collL'xiration and merging of programs in a manner which is a more effective way to use 
funds under the dedicated tax than to open them up as revenue sharing or block grants. 
The history of conversion of programs from categorical grants, to more general grants, to 
block grants and revenue sharing is not encouraging with respect to increases of revenues 
for the states and localities. Indeed, the track record shows that the next step after revenue 
sharing, or block grants, is the disappearance or evaporation of the Federal support. 

* The technical problems inherent in CTCating the proposed trust fund must be 
further addressed. Is it feasible to have a trust fuitO which: 1) mixes entitlement programs 
ajtd discretionary programs; 2) includes p»^»idms under the separate jurisdication of several 
authorizing, appropriating, and tax-writing committees of Congress; and 3) should increase 
Federal funds for the programs but not become the sole source of support for them as the 
programs must continue to receive support also from existent general revenue. 

• Finally, it is extremely important to analyze the major strategic question 
behind the proposal for a Children's Trust. The purpose of such a bill is to significantly 
increase Federal resources for the services to be provided children. The theory is that if the 
several programs are gathered together in a single trust and associated with a particular tax, 
all the program! will benefit from this central focus on a dedicated tax which will be both 
sufficient as a current substitute for other revenues and grow faster and stronger than other 
revenues in the future. The theory carries a heavy burd'-r of proof. 

One alternative approach is to place certain programs under the support of a 
dedicated tax separated from other prograrm carried as "entitlements." A Strategy of using 
multiple structure? for providing services for children, whether they be health, social 
services, or education, may offer a clearer possibility of increasing, Federal resources for 
these several purposes, in the aggregate, in the long haul than does an attempt to ;)lace all 
programs under a single trust. « 
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Given the complexitie. of including both enUtlemenu and '^^^^^Z'^T^ 

dedicated tax. The use of a on general revenue! for education. 

children's services from several sources. 

Aiialn. we thank you for this opportunity to express our luppoit for yo|" 'If"" •» 

rlSeS'we^Sl^S^^^^ ^.h ySTo advocate the need for greater 

resources for children and to refine the means to realize them. 
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May 14, 1991 

CCSSO LEGISIATIVF. SPECIFICATiONS FOR A 
DEDICATED TAX FOR KDlirATION 

RATIONALE! 

0 A subsiamial increase to the federal investment In education Is needed to assure the 
national education goals are achieved* The federal contribution to total education spending 
nationwide is only 6%. While it constitutes only a small proportion of total education 
spending, the federal share is key to providing educational access for students most 
vulnerable to school failure; improving the quality of teaching and learning; and sustaining 
national research, assessment, and education statistics critical to our international 
competitiveness. The goal of assuring a new resource and funding stream for education is 
nut to significantly or arbitrarily raise the percentage of the federal share. The objective i& 
to more adequately match the federal commitment to the national need and the priority rote 
of education in our standard of living at home and strength abroad. 

o The American people support our system of tree, public education and are willing 
to raise taxes If the nctv revenues arc earmarked for education* Gallup polls have shown 
coasistently that general anu widespreuil public opposition to raising taxes does not apply 
to revenues earmarked specifically for education. A recent Gallup survey showed :hut 63% 
of those polled said they would be willing to pay higher taxes for increased federal spending 
on education. 

o Current statutory restrictions on spending preclude the level of Investment In 
education lecessary to achieve the goals without cutting other priority domestic programs 
affecting chlidren*s health and welfare. The Budget Enforcement Act of 1990 places all 
domestic discretionary programs* including education, under a single spending cap that only 
a|tffelsjy||wth ut the rate of inflation or current service levels for the next two years. The 
^R|dwft\mitmcnt to education must, at a minimum, double by the mid*l990's to assure 
KpHns are achieved. 

0 Enact a new tax or surtax on business or payroll dedicated to federal edocutlon, and 
developr*i«.uf and training programs Including Head Start* 

o Amend the ^^udget Enforcement Act of 1990 to exempt the k-evenues raised b) the tax 
from the provisions Ok "pay-as-you-go" and to provide that the discretionary program celllDg 
each year will Increase Sy the amount of the revenues raised by the tax* 

0 Provide that the revenues raised by the tax '?ach FY will be allocated automatically 
in the annual budget resolution to function 500 and assumed to be Increases above current 
FY baseline levels for the specined programs (see below)* 

o Provide that the revenues raised by the tax each l-'Y and allocated to function 500 
will he transferred along with current FY baseline levels for specified programs to the 
l^bor-HHS-Educatlon Subcommittees of the Huuse and Senate Appropriations Cunimltttes 
In the 602(a) and <W2(b) process* 

o Provide that the total amounts appropriated for the specified education programs, 
In the aggregate, cannot be less than the current FY baseline levels plus the total of the 
revenue raised by the dedicated tax. 

FUNDING NEEDED TO FULLY IMP I tim^Xf ROORAMS RELAlliD T Q W M Si 

National Goals arc related to federal programs designed to achieve them in the table below. 
The estimate of need is ba.sed on the cost of service for all eligible students for the program, 
full funding of the total level authorize J, or funding the ^>ercent of total program cost 
intended by the federal statute. In some coses, the new federal program authorized is 
included. The rate of revenue growth to meet the needs will he controlled by phase-in of 
the dedicated t;ix. 'Pie growth rate of the various federal programs would not need to be 
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uniform. Target approprtadon figures below arc displayed for full implementation. The 
total education budget target should be reached no later than FY '95 to assure impact of 
these programs to meet the National Goals target date of 2000. 

NATIONAL FEDERAL PROGRAM ^pJ?SiSSS« 

(la mllHoni) 

I. READINESS 

Head Start * 5^000 

Even Start 200 

Preschool Disability Program »w 
• Chapter 1 Prewhool 

II & UI STUDENT ACHIEVEMENT AND GRADUATION 
Chapter 1 • 
Individuals with Disabilities Education 3,000 
Secondary Basic Skills 

and Dropout Prevention 500 
Impact Aid 
School Improvement 

(Chapter 2, Magnet Schs) 600 
Bilingual Education 

Vocational/Technical Education 500 
Educational Research and Improvement 150 

IV. MATH AND SCIENCE ^ 

Eisenhower Math and Science Program 5 300 

Math and Science Scholarships 100 

V. LITERACY AND PRODUCTIVITY 

Adult Education * 250 

Literacy Initiatives and Libraries 250 

• School and Workplace Learning 

Programs and Apprenticeships 5,000 

IV SAFE, DISCIPUNED. AND DRUG FREE SCHOOLS 

Drug-Free Schools and Communities $ 400 

• Facilities Improvement and 

Hazard Abatement 5»000 

VII. TEACHER RECRUITMENT AND RETENTION 

• Teacher Training and Scholarships * 500 

VIII. EQUAL OPPORTUNITY FOR POSTSECONDARY EDUCATION 

Pell Grants 

SEOG, Work/Study, Perkins Loans. SSIG 3,000 

TRIO, Historically Black Colleges, 1.500 

Graduate Education, International 

Education^ College Libraries 

ALL GOALS CATEGORIES- 

• Comprehensive Education Improvement 
Through Incentives, Learning Technologies, 

and Improvement $10,000 

SUBTOTA^^^^^^^ TO ACHIEVE GOALS) S4 1,750 

FY m\ APPROPRIATION FOR EDUCAHON 27,430 

PROJECTED EDUCATION BUDGET FOR FY 1995 $69. 180 
* Nut yet authorized 
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PREPARED STATEMENT OF HON. ROBERTS T. JONES 



Mr. Chairman and Members of the Comnittee: 

I appreciate the opportunity to testify before you today on 
the recent report of the Secretary's Comsission on Achieving 
Nfc-^ssary Skills (SCANS). My remarks address why the Department 
of Labor established SCANS, what it has accomplished, our plans 
to disseminate the report^ and its broader implications for 
schools and the workplace. 

The context of SCANS 

I do not need to tell you that the United States is faced 
with an increasingly competitive, global economy. Our ability to 
maintain our competitive edge abroad and our standard of living 
at home increasingly depends on a workforce that is ready to meet 
the growing demands of a chan9ing economy and workplace. 

More than half of our young people leave school today 
without the skills necessary for meaningful employment. Our 
economy can no longer afford the resulting loss of productivity. 
These young people will pay an unacceptably high price for the 
rest of their lives — students who leave school without work 
readiness skills will not get jobs in Our modern economy. In the 
past, young people without work preparation skills could count on 
making a decent living as they gained experience in the 
workplace. Today they are not likely to get jobs at all. 
Employers have little choice but tc select the applicants who 
have skills over those who don*t. 

Our nation must do a better job of preparing stuc'^nts for 
work. If we wait much longer to turn the situation around, we 
run the risk of shutting out an entire generation of young people 
from the opportunities of the modern workplace. 

The Purpo se of SCANS and What It Has, Accg mpligh gd 

It is for these reasons that 18 months agt the Department of 
Labor established ' CANS. It was e8:.3ntial to bring business, 
education and 1^*^ ^r leaders together to help "close the gap** 
bLtween the skills taught in today's schools and the skills 
required for the modern workplace. As the Former Secretary and 
SCANS Chairman has already described, the first SCANS report, 
WtialL WpXK.JlftaUltfi5_<?f -^cllQ5l5, has defined in a very practical 
manner the skills and skill levels necessary for entry level work 
in our modern economy. 

The SCANS report is an early contribution to the President's 
education strategy articulated in AMERICA 2000. It can put 
business and education on a common track to make students ready 
for work. It can serve an a critical resource for parents-- 
enabling them to assure that their children leave snhool ready 
for work. 

Whilf! the fiCANS massage? Is^^s L<'-ceived enormous support, fsome 
critics claim we cannot ask aohoohi to teai:h SCANS skills. We 
believe that schools — and workpl aces--mi»st provide structured 
opportunities for their acquisition. This is eeeential because 
the U.S. does not have a coherent and efficient sysi en of helping 
young people transition from school to work. Many of our 
Western European competitors have successfully done what we have 
not--prfAidod biiulents ready access to alternative learning 
pathways, enabling them to move smoothly froo school to the 
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workplac.. Basic oducatlon, according to a reo.nt B""P««".^.„. 
2o!wSnlt' r.port, should hslp students acquire many of th. SCANS 

•kill*. 

pftT. Actlvi tlm tg T«|?? <""»"«■ sc"*" BecQMtndationi 

S-crstary Martin aptly dascrlbsd ths SCANS report as "a roatf 
m«n— it shows the way without dictating the route.' Local 
^«Eir,nltl« eBD'oyeis, r-'^oole, teachSre and parente need to 
S-?!^In. thewllvis Chi SCANS skills relate to the Jobs 

?h2u aJwe^and hoS V 1 their schools are teaching th.». 
iSe htJd w"k if She comm.-elon mean, little unless It. message 
la put to work-one community, workplace, and school at a time. 

Th« Deoartment of 'abor's goal Is to get the SCANS message 
out to SvS?? coSmSnlty, workplace and school i"th. country. Mr. 
Chairman, we a.* gratified with the tremendous response the SCANS 
reSort his Jeoilvid from the education, business and 
coSSSnltU. across the country. The volume |J^«iJy„'-r"* 
cdDles of the report and Information on how scans can pe 
implemented !n iScal communities Is very encouraging. 

Uii are also pleased by the success of our first-round 
regional "ASs Sr?iflng., ' Last week In Denver, ««Pj«t^, 
sS^ietary Martin and SCANS commissioner G'^rlel Cortina °' the 

I^"t.*2'xJi'r^TnS^Sb^t!;rin?!"rSrern a^lvSrof 

rnirr^s?:jo5irifoSiraS%s'hM^^^ 

schools, Job training programs and the Workplace. 

Many regions and States have •l"«<»y/«V"°lI?''r™iiSltles 

S'lch»in""'?hi"stiJe of ha. already |jJi<«3t-5rep«rto send 

focused on SCANS and requested coplee of the scans report 
to every echool administrator In the State. 

The Department of Labor has a 'wo-step Implementation 
strategy fo? the SCANS report. W. want ^° •P^^i^.^J' J'^SS?, we 
message .-widely " P?"i";i,S5t hSppen In T^ri'coiZunlti.s, 
ThavS SSi^fS'l^Swrng Sl't^rplanSSd to disseminate th. SCANS 
report and its nassaga: 

virat will widely dletrlbute the nCMU report end 

iSplMsnt ScANS skills m their local communities. 

i rs^S^^ sr-psisi" re^rrt^t-ir^t^o-isure 

S?^S Skiui «: "co'rSrSted into local school, and 
workplace training prograw. 

. will mraAuam DUblio eervloe eniiounoe«eiite/irldeoe to 

" lUloll SS^sSIInI particularly to high school 

students. 
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o Vt •f •ngaglng th« support of nttlontl butin«««> •duottlou, 
•nd labor groups to disseminate the report and to enXist 
their constituents and local counterparts in inplenenting 
SCANS at the grassroots level. . 

o «s bAvs sstsbllshsd * natlonel flCANa Hotline to handle 

requests for copies of the report and information on how to 
implement it. The number is 1-800-788-SKILL. There will 
soon be regional office SCANS hotlines as well, 

o «s ere developing s SCAMS Heaouroe Center to provide 
materials and information on exemplary programs and 
appropriate research. 

o rlnelly, ve will sstsblleh a Speeker'e Bureeu of experts 

available for meetings and conferences. 

The Department of Labor is also taking steps to put the 
SCANS message to work at the local level. The Ssorstery has 
obergsd rsgional Departasnt of Labor stsff to serve as loosl 
oetalysts in the SCANS effort for ::heir regions. These 
acti^'ities nay include: contacting State and local officials and 
facilitating their cooperation in implementing SCANS 
recommendations; encouraging the establishment of community focus 
groups; participating in locals State, ard regional meetings 
between business, education, and labor groups; and selecting 
model communities which exemplify the SCANS efforts, 

SlBllar to the aotlvltlss at tba national level # we vlll 
also snllst tha aotlvs asslstsnos of looal business, education 
an* Isbor groups to mail the report and appropriate materials to 
their membership, and encourage constituent groups to participate 
as partners with DOL in making SCANS happen locally. 

We are comnitted to implementing the SCANS report at the 
local level, but we don't pretend to have the final word. The 
ongoing work of SCANS will depend on the dedicated efforts of 
local communities and the feedback we receive from then. 

Over the next year, we will track what happens in local 
comraun it iaa— through State, regional or national summits— to 
identify tha problems and succeaaea in implementing SCANS and to 
determine what aore needs to be done to facilitate the dialogue 
between schools, smployers, workara, and parents in individual 
communities. Wa will showcase significant achievements with 
Secretarial awards and encourage business, education and labor 
groups to monitor the progress and involvement of their 
constituents in making SCANS work locally. 

ETA Effortm to Imp Umgn*- SgANfi Recommendations 

The Employment and Training Administration (ETA) plans to 
address SCANS impleroentition by beginning to incorporate SCANS 
skills into our job training system. We want to use the SCANS 
skills as a means to raise tha work»readiness levels of the youth 
and adults who participate in our job training programs, 

I am charging an ETA workgroup to explore the implications 
of SCANS for individual job training programs and to consider 
options to guide the incorporation of SCANS skills into all of 
our training ayoteas, Thsss options may includsj mors intensive 
technical assiatancs, a possibls RtD sffort to tsst and identify 
exemplary SCANS curriculums and best instructional and asssssment 
practlcsa, and adainistrativs actions such as incorporating SCANS 
skills into performance standards «nd monitoring activities. 

Whafu ah AJid for SCANS 

What Work Requires of Schoola is tha first rsport of SCANS, 
With its final report due in February 1992, SCANS* ongoing work 
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ovttr th« n«xt 7 sonths will: 

o EKi«in« th« wjor l»»u«» involved In ass«««ing and 

certifying SCANS •kill* so that •■ployar* and collega* will 
honor good high achool p«rfonianc«; 

o Conaidar tha i«plicationa of SCANS findinga for curricula 
davalopaant, taachar training, and inatructional aatariala 
and tachnology; and 

o Contributa to tha growing public-private partnarahip 
included in AMERICA 2000. 

Preparing our atudents for the modern workplace requires 
cooperative and cowiltted ef forte. Tha Department* of Labor and 
Education are working-and will continue to work— very clo»«ly 
improve the quality of the American workforce, including the 
•kille of those priparing to enter the workforce. Secretaries 
Martin and Alexander demonstrated their commitment to work 
iSSetherSy hSlding discussions about job training and education 
before their confirmations were completed. ''^•^^P^'^^j;"^ °5 ^- 
Education has been closely involved throughout the production of 
the SCANS report. 

The Departments of Education and Labor have also 
participated jointly Vn other activities to help enhance 
w^rkforceakills. Fcr example, the two Departments have co- 
hoStiS S nStiinal conferenci o^ School-to-Work transition and are 
exchanging ideas and information on research and demonstration 
project* in this and other workforce training and education 
ireas. The two Departments co-chair an Interagency Task Force on 
Li;";cy eStabtishSd by the Domestic P^l^S^^^ouncil to coordinate 
Federal literacy programs and to recommend ways to ^"PJ^ve the 
effectiveness of these programs. He jointly J 
Department of Health and Human Services, a Center on Adult 
Literacy to examine issues and effective designs for adult 
niVrlll p?o5r". and disseminate information on what works. The 
two Departments will continue working together to address 
important workforce training and education issues, including 
implementing the SCANS report. 

The Department of Labor hj^s launched several other important 
initiatives that build on the SCANS foundation to improve the 
skills of the American workforce: 

o Six School to Work Demonstration projects are testing ways 
to restructure high school curricula and link structured 
learning with the^orkplace, making i^""^"?. jJ^^^fiSr 
to the interests of many students and more rigorous than 
many existing programs. 

o The Department of Labor's National Advisory Commission on 
work-Based Learning is charged with exploring the 
development of a voluntary P^vate sector strategy for 
setting world class, job-related •tand.rds in select^^^ 
industries. It's work builds on the •*co. j" SCANS akilia. 

In closinq, I reiterate that the hard work of making the 
SCANS reco^end;tions happen will not be done J" Washington but 
in schools, workplaces and communities across the country. By 
ow Mr. Chai-man, you and your colleagues in the House and 
sen;te ihould hav; te.eived from ^-crstary Martin a copy of t^^ 
3CANS report and its «<=<=o»P«'^y^'^9 information. J^/J^^JJ; 

s5:srr^oStnSv:r''rsrqe'?o:Tnr S2r'^^^ s:;:??!p:te';^n 

?£r:5Sft?onarsCANS briefings P^-nned for congressional^ 
We at the Department of Labor are available to answer any 
SeStion^ ^at you or your constituents ^-^%2?S3^2o^k 
to working with you in the months ahead to make SCANS worK in 
every local community. 

members of the Committee may have. 
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PREPARED STATEMENT OF WILLIAM E. BROCK 



Mr. Ohalmn •n4 iiMbart of th« ConaittMi 

X tpptMiaU th« invitation to partieipat* in thia haaring 
and diaeuaa a vary iaportant iaaua. X hava long hald a daap and 
abiding oonoarn about tha naad to iaprevo tha quality of Marioan 
aoDeela in erdar to prapara our young paopla for tha raaiitiai of 
work. Ky axparianoaa aa laoratary of Labor and U.t< Trada 
•apraaantativa, in partlaular, iapraaaad upon aa that our natlon'a 
aoonoaio futura and intamational oonpatitlvanoaa dapanda on 
iapreving tha country 'a aduoation ayataa. 

larly thia aonth, faeratary of Labor Xynn Martin and x 
raiaaaad tha rapert of tha laoratary Coraiaaion on Aohioving 
Naeaaaary ikilla (ICMfi) , oallad "What work Raquiraa of doheolai 
A ICMII Kaport for AMvioa aooo." Thia aomlng. aa tha Chairaan 
of fCJUtli X would lika to ahara with you aoiM of our findlnga and 
raooaaandationai aa vail aa acM of ay paraenal thought* about tha 
aduoation eriaia in thia eountry. 

•rha lOMtf raport aaid thati 

"Nora than half of out young paopla laava aoheoi without tha 
knowladga or foundation raquirad to find and held a good job. 
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UnUia all o« us work to turn thla ^Ituttlon around, thaaa 
young paopla. and thoaa vho amploy tha«, will pay a vary hlflh 
prioa. Low BKllla laad to low wagaa and low profita. Kany 
of thaaa youth will navar ba able to aarn a dacant living. 
And, In tha long run, thla will da«afla aavaraly tha quality 
o( Ufa avaryona hopaa to unjoy." 
Today our nation faoaa aavarai oholoaa. Wa oan ohooaa 
batwaan faatar and aiovar aconoalo and productivity growth. Wa 
oan ohooaa batwaan hlgh-akili, high-waga jeba and low-fkill and 
lov-waga jo»^a. And wa can ohooaa batwaan a raatruoturad aduoatlon 
ayatan and tha on« wa hava had for aeat of tha a 0th oantury. 

Thaaa ara tha ohelcaa outlinad laat aunoar in tha raport of 
tha Coaalaalon on tha Ikllla of tha Amarlcan Werkforoa, which X 
oo-Chalr. Hlghor productivity and faitar aeonoiio growth aaana 
hlghar-aklllad, battar-paylng Joba. But to »ova down tha path of 
higher productivity, wa »uat luka aoM vary fundaaantal ohangaa In 
our olaaareoM and workplaeaa. Both aohoolt and buiinaaaaa alaply 
auat do a battar job. 

Tha ehoioa* ara linkad. Wa vuat raatruotura laamlng ao aora 
la laavnad aaoh yaar. Wa mat oraata hlghar-aklllad joba ao aora 
la preduead and aamad aach yaar. Making tha right oholoaa about 
our aohoola and workplaeaa will laad to faatar aconoalo growth 
%nA, aa you knovi lovar budgat daflflita. 

k llttla Bora than four yaara ago, aa laoratary of ubor, z 
ooaaiaalonad tha atudy y^>v#^»^^ >Qoa. That raport outUnad thraa 
aeanarloa for tha tl.i. aoono»y for tha yaara Ifil to aooo. Tha 
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!»«•• Mmrie MtlMUd that tit* •eeneiy would «vev by in avrngt 
of l.t 9«voMt Annually ev«r th« 19 yovs. Th« lov-«rowth 
•MMrlo h*a th« sconomy f roving only ;.•% • y««r. 

Tho dlfforonoo botwoon tho two !■ only iliflhtiy toro than ono 
paroont. iut, by th» yoar aooo, ona pareant can «aka • big 
diffaranoa. X low growth aeonoay inataad of a aodarata growth 
aoor.,«y aaana about nlna «illlon fawar joba, la.S paroant lowar 
produetivity, and 17.S paroant levar par capita dlapeaabla InooM. 

z don't naad to axplaln to thla Comittaa tha aignifieanea ot 
a ona paroant diffaranoa in QNP for tha fadaral budgat. Aeeording 
to tha Congraaalonal Budgat of flea (CBO) , a ona paroantaga point 
highar rata of raal aoonoale growth, baginning in January of thia 
yaar, vould raduea tha iflta dafioit by |aa billion, tha Ills 
dafieit by |4i billion, and tha 1»9« dafioit by 1134 billion. 

eiaarly, tha nation would prafar tha baaa aoaaario to tha 
low-growth aoanario. Xndaad, wa all would Ilka to aaa tha high- 
growth aoanario. Put X hkv«n*t avan diaeuaasd that aoanario 
baoauaa, dua to our aeenoBio parforaanoa ainoa 19IB, tha high- 
growth ainply it no longar peaaibla. 

Which path hava wa ehoaan alnoa itiB? Baaad on today* a data, 
va ara ohooaing aoMthing oloaar to tha low-growth, rathar than 
tha baBa eaaa. «a ara ohooaing a low-growth, lew-waga, low-akilla 
path. Va will oontinua down that raad unlaaa wa aaka ooaa 
fundaaantal ohangai in work and aohaela. 

Today tha way aohaala prapara young paepla for work and tha 
way aoat workplaeaa ara organiaad d«n<t r«fi«ot tha globaliiation 
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of th« toenoay «n4 th« rapid «rowth in t«ehneXo«y Itudanti don't 
undariund how wh«t th«y utrn in iith and ingllah oUii«*, tot 
inotaneoi volatai to th« roalitiai of work. And. porhapo »or« 
iaportantly, thay aran't boing tauflht aany o£ tha thlnga thay naad 
to know to purauo good, ravarding earaara. 

Thaaa aaaa atudanta aifht raapond by aaying that thair 
aoheela aran't taeohing ralavant axilla and aapleyara atan't 
of faring joba that raquira aueh thinking and aklll. Thara ia aora 
than a grain of truth to thia. 

By our failura to ohanga how and what our aohoola taaohf by 
our failura to ohanga tha way our buainaaaaa uaa tha akilla and 
raaouroAfulnaaa of workara, wa hava put our country on a downward 
path. In « vary raal aanit, wa ara failing our ohildran and 
ahert-ohanging thair futuro and oura. 

That brlnga aa baok to tha ICAHS raport. Bafora wa 
idantiflad tha akilla young paopla naad to poiaaaa to ba 
produotiva and adaptabla workara in today 'a aoonoay, wa lookad at 
tha idaal work aatting in waioh thay would ba put to work, Tha 
qualitiaa of high parfora»noa that today ohartctariia la*ding-«dga 
ooapaniaa auat baoona tha atwdard for tha vaat aajority of our 
ceapaniaa, larga and anall, local and global. 

By high parforaanoa, wa aaan work aatting* ralantlaoaly 
ooanittod to axoallanoa, product quality, and ouatoaar 
aatiafaotien. Thaaa goala can ba purauad by, aaong othar «hinga, 
aoving daolalona olo'iar to tha front linaa and drawing aora MUy 
on tha abilitiaa of all workara. It aaana quality built in, not 
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•nd-et-tht>lin« quality oentrel. And it atani traatinff tha 
vorkfevoa ai an invaitnant, net a eeat. 

•e vhat ara tha ■killa naadad in a high parfentanea 
werkplaM? Pirat iCAitl idantifiad what «a oall a thraa-part 
"foundation." Thai* tura tha aaaantial akilla and qualitiaa upon 
whieh vova oeaplax "oompatanoiaa" can taa built. 

Tha "foundation" akilla includa tha baaiea — tha 3M« but 
alao akilla auoh aa liataning and apaaking. Tha "foundation" alao 
ineludaa auch thinking akilla aa oraativity, daeiaion aaking, and 
problaa aolving. And finally thay inoluda auoh ispottant 
paraenal qualitiaa aa individual taaponaibiiity and intagrity. 

Ha than build fiva oottpatanoiaa on tha foundation. Thaaa 
inoluda tha ability to alleeata vaaouvoaa, vork with ethara, uaa 
infenuition« vork with ayatana. and uaa taohnology. (A aera 
oeapata daaoription of tha foundation and eoapatanoiaa i« attaohad 
to ay taatiaony. ) 

Aa our rapert aaya, "Thaaa aight araai vapraaant aaaantial 
praparation for all atudanta. both thoaa going diraotly tc vork 
and thoaa planning furthar aduoation. All aigbt auat b« an 
intagral part of avary young paraon'a aohool lifa." 

"Wiat Work Raiuirai of fohoola" ia our initial raport, not 
thia Conuaiaaion'a final vord. lut it eutlinaa many of tha 
praetieal atapa va naad ta taka to raaeh tha National Iduoatien 
Ooala. It oontributaa to all four parta of Jjfaaidant Buah'a 
aduoation atratagy, Axmxa SOOO. Our vork ia not ovar and va 
hopa it will halp launch a vigereua national dabata. 
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In th« ooBing »enth«, fCANi will try to d«fln« what it will 
taka for aoheeli to turn out iCAMt aohela/a -- atudinti vhe ara 
work raady. Wa will ba axpioring aany iaauaa ralatln? to thia 
ehan9a. aena of tham quita oentrovaraialt Wa will conaldar how a 
national ayataa of atudant aaaaaanant eould aunport th« toaehing 
of tha 9CM» aJcilla. Wa will aicplora whathar a ayatan of akilla 
eartifioataa oan ba davalopad to ranav tha dignity of tha high 
aeheol diploaa and giva it raal aaaning aa a urk of ooapatanoa. 
And wa will oonaidar what changaa in ourrieuluai inatruetional 
aatariala, aoheol organiiation, and taaehar training aay ba naadad 
to foatar tha taaohing ot tha SCANI akilla. 

Ha hopa wa oan oraata thia ohanga without aubatantially 
inoraaaing tha ooat of aduoation. Thara ara raaaona ta ba 
optiniatie on that aoera. foaa buair «aaa» auoh aa IBM and 
Motorola, hava found that doing tha right thing ia not 
naoaaaarily mora ooatly. Quality ia ooat-affaotiva. But, 
frankly, it ia too aarly to tall whathar taaohing tha ICAMS 
ooitpatanoiaa to all itudanta will raquira «ora raaeuretf . 

Part of tha Fraaidant'a AXBUZCA aooo program ia to produea 
«*braak-tha-«old" aehoola. Thoaa aohoola ara going to ba bold naw 
axpariaanta, but thay ara alao intandad to axplora way* to iaprova 
tha ooat-affaotlvanaaa of tha laamiag prooaaa, aoaathing wa 
aoraly naad. Parhaps wo will naad to aaa tha raaulta of that 
af fort bafora wa oan aaka an honaat aaaaaamant of what raaoureaa 
wa will naad to produea leAM aoholara. 

Aa I aaid at tha baginning of my raaarka, today wa hava a 



15.) 



147 



eheioi. lut, obvlouily, a nation de«s not ohoeoi t hl«h-«irewth» 
hiflh-oklll, hlgh^Ofo* r«itruetur«4-*dua«tlon futuro ov«rni«ht. 
wo do not Mko ooonoBio Q>oiQ«fl of that Bognltudo and oeaploxlty 
in ona daoioion-iiaUlng avont. Xnataad. tha cholea ia tho roauit 
of Nilliena of eholoaa by all of ua toaeharo, paranto> 
aiployarat otudonta« vorkara« and lawaakoro. 

TO halp ovaryona undaratand tha iwpovtanoo ot thla ohoioa, 
«o Mat fully axplain a fow fundanantalo. wo lauat axplain that 
all fvont-iina vorkava ara our aoat iaportant eonpotitivo aaaato. 
Ka mat tall adueatora hew to proparo Morioan youth for tho world 
ot work aa vail aa tho world of hi«hor oduoatien. Aak any taaohar 
what atudanta naad to loam to gat into oollogo and thay aan toll 
you, hut if you aak thoa what atudanta noad to knov to got • good 
job Mat havo no idaa. And va mat roitorato ovar and ovar again 
that thoro ia dignity and opportunity in both earaor patha. 

Xt io our hopo that tho SCMtl roport will halp Aaarieano Mko 
tho right ohoieo and put uo on tha path toward a highor otandard 
of living for oil our poopla. 

• « « 



1 5 1 

ERIC 



148 

PREPARED STATEMENT OF NANCY COOLIDGE 



Good morning. I am Nancy Coolidge, Pr.,icipal Administrative Analyst-Student Fmancial 
Support, at the Office of the President of the University of California. The Office of the 
President is the systemwide administration for the University, which comprises 9 campuses 
and enroUs 160,000 students. On behalf of the University, I thank you for providmj; me 
this opportunity to address you on topics related to student financial support and Ihe 
reauthorization of the Higher Education Act of 1965. 

This morning I want to focus on a number of student support issues that are of particular 
importance to the U uversity the affordability of postsecondary education for low- and 
middle-income students, the cost to institutions of administering student support programs, 
end student support for graduate students. All of these issues are of concern not only to 
the University of California, but also to colleges and universities across the coun'ry; they 
merit, therefore. Congressional focus during the deliberations about the Higher "^ducation 
Act. 

The University's reec"- undergraduates rely on Federal financial aid for access to a 
University education, and g'ant support for the neediest students is the cornerstone of this 
opportunity. The preservation of the grant programs and a restoration of the purchasing 
power of the Pell Grant, therefore, must be essential tasks for the upcoming reauthorization 
and subsequent appropriations. 

With that as an introduction, I want to turn to a discvission of the University's growing 
concern about those individuaU who do not quite qualify for need-based Federal financial 
aid and who are finding it increasingly difficult to finance a postsecondary education for 
themselves or their children. Since the Federal need analysis formula, known in the field 
as Congressional Methodology, applies standard assumptions about living costs to aid 
applicants and their families wherever they may live, students in California and other high- 
cost states are disadvantaged in establishing their need for financial aid to help meet the 
costs of attending a college or university. Congressional Methodology recognizes 
differences in income, but does not place much emphasis on differences in the cost of 
livinjt. A family of four living on a $40,000 income in San Francisco is r M likely to be able 
to contribute as much toward college costs as a family of four living on the same income 
In a lower-cost cit/. 

!n California we are hearing more and more f>om families that are considered "middle- 
income" by Federal standards, hut who, after trimming their spending, reducing their 
standard of living, and taking out loans, can barely meet the cost of education at their owij 
state's public univvrsities. Tlie lower-middle income families that are just over the financial 
aid eligibility threshold are particulariy hard-pressed: they have few or no asse s to draw 
upon To lever cash or c.-dit to pay for college. Among lower-income students already 
enrolled at the Universif/, mo.t are working and many are borrowing, but they feel the 
need for additional support to help reduce the financial pressure they are under. Among 
those who are looking to the future and attempting to gauge whether they can send their 
children to UC, many are frustrated to learn that they are not officially needy, when they 
are well aware that they are unable to produce the $11,000 or so per year thatrf costs for 
a CaTifornia resident to attend the University of California. We all need to be concerned 
that this gap between costs and resources may be affecting college choice across he 
country for families and their children. There is more and more discussion of the fact that 
students are "down-sizing" their dreams-dreams of attending the college most suited to 
their academic, career, and personal goals-because they just can't afford it. 

As you may be aware, California wUl not be able to maintain its own current level of 
support for postsecondary education during thU new fiscal year. As part of an overall 
plan to deal with the significant reductions In the Stale's budget for the University, we 
have raised resident student fees by $650. TTiis Increase will exacerbate he problems of 
families who are just above the cutoff for need-based aid. 'Pie University has created a 
e^ate, new financial -Id program in order to cover the cost of this fee increase for all 
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nttdy students. This progratn provides a oomMnatlon of ^nt and loan support to 
studenU, and the amount of each type of award depends on the adjusted income of the 
student and his or her parents. A needy student whose parents have an adjusted ^ss 
income of less than $30^ wUl have the entire fee increase covered by grant. Needy 
shidents whose family Incomes are above $30W) will receive a combination of grant and 
loan, with needy students at the highest income leveb ($60/)00 and above) receiving a $300 
grant and a $350 loan. 

Although the University is attempting to protect Its neevly studenU from the In <ct of 
higher fees, we cannot iittulate them from higher living costs, which draw more heavily 
on their resources than fees do, by Car. As demonstrated by the structure of our new fee 
grant program, we concentrate our Institutional grant resources on the poorest students. 
StudenU with somewhat higher (but not high) incomes receive a combination of grant and 
subsidized loan. In response to our growing concern about moderate- and middle-Income 
students and families, we are exploring the possibility of establishing a minimally 
subsidized loan program that would provide another source of funds for students and 
parents who do not qualify for need-based grants and subsidized loans under 
Congressional Methodology. 

An essential aspect of the Uslc that faces Congress in the uocomlng reauthorization of the 
Higher Education Act is the renewal of a national and a Federal lnves»'nent In an educated 
populace. Part of this Investment must Include the provision of additional resources to 
provide some level of subsidy to ensure that these moderate-Income students I have been 
speaking about are not squeezed out of postsecondary educaHon. For example, the cunrent 
proposal to limit Pell Grants to students and families with Incomes of less than $10^ 
goes too far--many very needy students. will be excluded from postsecondary education 
If this suggesHon Is adopted. In addition, as cunrent legislative proposals suggest, more 
needs to be done for the moderate- and middle-incowe family. I would suggest therefore, 
that Congress talce this reauthorization opportunity to sprear the Federal subsidy more 
broadly by establishing a sliding scale tlwt would target the g* eatest subsidy to the poorest 
students, while mainUining some level of subsidized support for a greatly inaeased range 
of students and families. 

I want to turn now lo another side of financial ald-the campus side, The University of 
California spends $22 million annuaUy on the administrative services directly related to the 
delivery and maintenance of financial aid and the collection of campus-based loans, The 
Federal government provides less than 10% of this amount through various adminislraHve 
allowances, wWle Federal aid represents 55% ($214 mUllon) of the $386 million In grants, 
loans, worlc-study/ scholarships, and fellowships that UC students receive. 

While Federal aid is integral to the University's ability to admit and support the shidents 
we need to accomplish our mission, we cannot afford to talce on more of the adminislraHve 
burden than we are already bearing. In its deliberaHons about the savings that m ght be 
realized by a shift from guaranteed student loans to direct loans, we ask that Congress 
keep in mind the shifts In workload that would result. The lenders, who currently bear 
much of the Guaranteed Student Loan workload and are compensated for it by the speaal 
allowance payments, would be transferring many of their operational responsibillHes to the 
colleges and universities, which are already stretched tc the limit in terms of administrative 



The Issue of administrative burden concerns the University in all aspects of financial aid, 
not just In discussions about the direct lending proposal. The laws and regulations 
designed to address student loan defaults, fraud, and abuse are having a poslHve impact 
on InstituHons that have been taking undue advantage of the Title IV programs, These 
laws and reguJ^Hons, however, are applied broadly to all participating Instlhilions, 
regardless of their adminlstraHve performance, the nature of their student body, or the 
nature of thdr academic program. InsHluHons across the counhy, the University of 
California among them, contend ti^at many of the administrative requirements are 
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Inappropriate to their students, do not yield any increase in accuracy or any decrease in 
default, delay service, and therefore constitute a waste of valuable staff time and 
institutional resources. As port of another reauthorlrition project, the University recently 
developed a proposal for a solution to this probleii through an administrative rating 
system for insHtutions that would establish a correlation between quality performance 
criteria and relief from administrative burden. A copy oMhis proposal Is attached for your 
consideration. 

The final topic 1 v^ ant to bring before you this morning concerns an area of student support 
that does not reo'ive as much press as Pell Grants and Guaranteed Loans, bu: that is 
nonetheless extremely Important to the University and to the country as a whole: the 
support of gradtiate students in general and doctor*., students in particular. The University 
of California relays a key role in the education of doctoral students for the nation and 
beyond. The vitality of our national economy and our ability to compete in the worldwide 
marketplace are inextricably tied to continued excellence in graduate educaHon at UC and 
at colleges and universiHes across the United States. Moreover, the United Slates is on the 
brink of a real, predictable, and potentially damaging shortage of college and university 
faculty. This faculty shortage will affect education and research at all levels-it will be felt 
in community colleges, private colleges, and in universities; it will affect the education and 
training of the nation's elementary and secondary teachers; it will affect the technology 
transfer between and among universities and the private sector. 

This massive turnover in faculty, however, presents the nation with the opportunity to 
diversify the faculty-provided we can recruit and retain outstanding students from all 
backgrounds. Graduate student support Is a vital underpinning of this effort. Although 
much of graduate student support is provided by institutions themselves and by Federal 
research grants, I want to emphasize to you the importance that the Higher Education Act 
plays in affirming Congressional interest in the development of a diverse future faculty. 
In addition, the Higher Education Act authorizes Federal programs that support graduate 
educaHon in the fine arts, the social sciences, the h^ maniHes, and In foreign language and 
area studies. Although the Ph.D. shortage in the biological, physical, and computer 
sciences has been well doaimented recently, the faculty shortage in the arts, humai^ties, 
and social sciences will be just as severe and harmful. A revitalization of the Federal 
commitment in graduate education in these fields, lltrough an increased investment m 
fellowships, training grants, and research asslsUntships, Is crucial to the ;»cademlc vitality 
and the diversity of our national professoriate. 

Thank you once again for giving me the opportunity to present the University's views on 
these vital Issues. I will be glad to answer any questions you may have. 
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Univtreiiy of C«liforni« July 19. 1991 

DI8CU8.VI0N ORAFTi CORRBUTtOH BEIVEEN ADMINtSTRATtve QUALITY A).*" REQUUTORY RELIEF 



1 RANKING 


HINIKUN Q<;ALtTY CRITERIA 


GENERAL QUALITY CRITERIA M 


M /DMINISTRATIVC 

n R 'OUIREMENTS TO BE 

■ WAIVED OR MODI PIED 




Minimum for cit*yoryi 

1) Stifford cohort 
a«fiult rite of 
thin 12.51 

2) no mor« thin (S% of 
tottl •nrollmont on 
ntod-bBtod Fod«r4l ild 

3) Bbi*ne« of tSCiT 
activity ■oaintt th« 
inititution by 8D, 
currently or within 
preceding 5 yeere 

4) meeti et leeet 5 of 
the erlterle lieted in * 
'Oenerel Quellty 
Crlterle" 

5) 5 coneeeutlve yeere 
of perticipetion in 
Title XV progruna 


I) Perticipetee in 2 of 

the 3 cenpue-beeed M 

progreini m 

2] Admite lese then 2.<>« M 
of undergreduetee by 9 
^bility-to-benefit H 

3) Reeeivee et leest $1M « 
in Pederel reeeerch m 
funding ewerded by « 
competitive peer review S 
end eudited under OHB m 

.Circuler A-133 fi 

4) Kee inetitutionelly & 
funded etudent eupport M 
program! thet riuel at vM 
leeat 51 of the everage }m 

total amount ewerded et 9| 
the inecitution in Title m 
IV eld over the g| 
preceding 3 yeere n| 
(excluding SLS 6 PLUS M 
end including eny BB 
overmetch contributed to JSM 
cempue-baeed programa) 

5) Perticipetee in BO'e W 


3 Wfilvtd, 

1 1) 30*dey delay in 
1 diei< ^rsement ol Sta'Eord 
B Loans (or Cirsc-cima UG 
1 borrowara 

B 2) specific roquiranencs 

1 regarding ancrance and 

1 exit interviawa for | 

i Stefford and Per)(ins 

W borrower! 

1 3) multiple 

8 diaburaementa in 

i Stefford Loan Progran 

i 4) collection of the 1 

E Pinanciel Aid Transcript 

I 5) collection of student j 

■ eignature on the pell 1 
i Student Aid Report (SAR) 

» 1) quaSrlennial inscaad 
n of biennial SFA external 
M audits 

B 2) ema«. *" audit sorple 1 
H 3) reduce veriMca':ion i 
K requirements 

■ 4) profeeeional 

S judgment! permit its 
n epplication to 

II categories ol students 


AA 


Minimum (or itegoryi 
1) Stefford cohort 
defeult rete of leee 
then 17. S« 

• 1 nW mots bllBII f91 Ui 

totel enrollment on 
need-beeed Pederel eid 

3) ebeence of LSftT 
eotlvity egeinet the 
IneL^tution by SO, 
curret>«^y or in 
preceding 5 yeere 

4) et lent i of the 
criteria lieted in 
*Oenerel Quellty 
Criterie* 

5) 3 conee* itive yeere 

of purtlcl» .itlon in 
Title IV prog rami 


Quelity Control Project W 

6) Hee not hed findinge 

in the precedirvg two G| 
externel SPA eudite that QH 
reeulted in peybecke m 

^n^all 1 My* WM** ^han 9% Bfl 

of Title IV n 
diebureemente for the m 
audit yeer in queetion m 

7) Offere leee then 1S« M 

of ite curriculum on a H 
clook-'hour baaie m 

f 

f 
.V 

'I 


m 1) JO-day delay in 
B diebureement of Stafford 
M Loena for (iret'time UQ 
B borrower! 

m 2) epecific requirenents 

H regerdlng entrance and 

R exit interviewe lor 

m Stefford and Perkins 

B borrowere 

B 3) multiple 

^ dl tfbureements in 

flf Stafford Loan Progra^Tk 

K 4) collection ol the 

Financial Aid Transcript 
W 5) collection of student 
yf eignature on the Tell 
V Student Aid Report (SAR) 
J Mo<?Ule4: 
P- i) profeaaional 
{^s judgrnent . permit its 

application to 
^4 categories of students 

_ 


■ 


All other inetitutlone 
thet meet beeic Pederel 
etenderde for 
perticipetion in Title 
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PREPARED STATEMENT OF 0, BRUCE JOHNSTONE 



My nam« is D. Bruc« Johnston*. I aa Chancsllor of th« Stats 
Univsrsity of Nsw York (SUNY) , a public university systsM snrolling 
last yaar aors than 400,000 studsnts in 29 fully Stats-operated 
caapusssi 30 locallysponsorad coanunity collsgssi and fivs 
statutory collsgss opsratsd by ths privats univsrsities of Cornell 
(also Hew yoi>:*s Land Grant University) and Alfred. 

Of SUMY students last year: 

* approximately 91,000 received Pell Grants totaling some 
$80 million; 

* some 17|750 received a direct Perkins Loan, averaging 
$1|045| and sons 55|000 received Stafford Loansi 
averaging $2|016| for some $129.5 million in total 
student borrowing. 

Thusi I come before you in part ad the chief executive officer 
of the nation's largest university system, whose students depend on 
federal student financial assistance — mainly Title IV grants, 
loans, and work study — for access to higher education and access, 
thus, to a fuller and more productive life for themselves, their 
families, and their society. The American insistence on higher 
educational opportunity for all regardless of the financial 
circumstances of the students or their parents relies on a 
partnership, building on federal student financial assistance, but 
depending e.s well on generally affordable public tuitions (which in 
SUNY, at $2,150 for in-state undergraduates, io still about 60 
percent above last year's tuition), state tuition assistance, and 
a host of programs for academic support and career and personal 
counseling. 

I come to you, as well, as an economist of higher education, 
who has been studying, writing, and lecturing about student 
financial aid — and especially about student loans — for nearly 
^0 years* I have written the only book ever published on the 
income-contingent loan concept, and I am one of a handful of 
scholars and policy analysts who have studied financial aid and 
student loans from an international comparative perspective and who 
find useful insights from knowing how students and parents 
contribute to the costs of higher education in other countries. 

I have been asked today to comment on the so-called "direct 
loan** concept, by which student loans would be made available to 
students directly by colleges and universities, in a manner more 
similar to the current Perkins Loan Program, with dollars somehow 
made available by the federal government, rather than being made 
available by banks and other commercial lenders with repayment 
guaranteed by the federal government, as in today's Stafford Loan 
Program. 

The essential question, I believe, is whether the 
Congressional goal of federally-sponsored student lending that 
is, making dollars available to students, equitably and without 
"risk rating," in order to make higher education more accessible at 
a cost to the taxpayer substantially less than would be incurred in 
an equivalent dollar program of straight, grants — can be achieved 
either at even less cost to the taxpayer or at more convenience to 
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th« 0tud«nt| or bothi without rslying on oouwrcial banks and oth«r 
private rat«il landars to originata tha loans and to maka tha 
original capital provision? Ny ai«pla anawar to vhat ia^ in faot, 
an anoraoualy ooaplax quaation ia« "Yaa^ thara ara inharant 
advantagaa to dirsot landing.** But my anawar appliaa to a ganario 
oonoaptf not naoaaaarily to any apaclfio fom of diraot landing. 
And ay **yaa,** whila of farad vith aoaa oonviotion and oonaiatanoy 
Z hava baan advocating and writing about diraot landing ainca tha 
■id-70a — doaa not carry any grand claiaa of huga aavinga or othar 
Mjor banafita aomatisaa projactad by thoaa who aaak to **raforB** 
our atudant loan prograaa. Tha aaaantial, ganaric diffarancaa 
batvaan diract landing, vith loan origination by tha collagaa and 
univaraitiaa, and tha currant aohaaa of coaaarcial bank 
origination, ara ralativaly Minor, albait aufficiant in sy judgaant 
to warrant at laaat a aarioua daaonatration of tha afficacy of tha 
diraot atudant loan concapt. But it ia important to not confuaa 
tha aaaantial ganaric diffarancaa batvaan tha tvo concapta with 
cartoin non-aaaantial particularitiaa of tha two currant axaaplaa 
of thaaa concapta that apring scat raadily to sind: tha Stafford, 
or Ouarantaad Studant Loan Prograa, and tha Parkinc, or Rational 
Diract Studant Loan Program. 

For axaapla, tha lovar intaraat rata on Parkina Loana 
5 parcant aa oppoaad to 8 parcant (10 parcant aftar four r^payvant 
yaara) for Stafford Loana — obvioualy lovara tha raal ultiaata 
coat to tha atudant borrowar and, all alaa baing aqual, praaunably 
raiaaa tha coat to tha taxpayar. Bv>. tha intaraat rata 
diffarantial haa nothing to do with tha "diractnaaa** or 
**indiractnaaa** of tha borrowing; tha two atudant intaraac rataa 
could ba conforasd by tha Congraaa toaorrow, or avan ravaraad, 
ahould it aoaahow aaka aanaa to anough aanbara of Congraaa to aaka 
Parkina Loana laaa advantageous to tha borrowar, in taraa of raal 
siapla intaraat, than Stafford Loana. 

Siailarly, diffarancaa in dafault rataa that aay ba aaaociatad 
with tha two loan prograaa at various tiaaa in thair hiatoriaa ara 
a function not of how tha loans vera origin&tad and tha capital 
supplied, but of how thay war a sarvicad and collect ad, and of 
diffarancaa in econoaic and duaographic characteristics between the 
Peikins and Stafford borrowing populations. Either type of loan 
could, in theory, hava been sold or warehoused, or the servicing 
function contracted out at the tiae that v:«payaants were to begin, 
and either could thus have had conic i^ntioua or lesa-than-adaquate 
collection efforts. And either prograa could, in theory, hava been 
aade available equally to aiddle**incoaa or high-need atudenta or to 
atudents at proprietary vocational achoola or to students with high 
or aodest future earning prospeota and, thua, with high or low 
propensity to default. 

Finally, the higlier on-budget costs that used to be aaaociatad 
with direct lending, in which the new dollars to ba lent were 
treated as a diract budget expenditure with no offset reflecting 
future collections — in contrast to guaranteed private bank 
lending, for which the principal government expense, aside froa 
whatever subsidies were offered, was an unbudgeted contingent 
liability of soaa voluae of future defaults — is no longer an 
isttue. The credit reform provisions of the 1990 Budcfet 
Reconciliation Act has eliainated these essentially accounting 
distinctions and now require current budgetary recognition of the 
discounted present value of all estimated future ultiaate taxpayer 
liabilities, whether for defaults, interest subsidies to borrowers, 
or interest suppleaents to lenders. Thus, loan progress that have 
siailar interest costs to the studant borrower, aiailar costs of 
funds in the nation*s capital aarkets, siailar default 
expectations, and siailar costs of adainistration should appear 
similerly in the federal budget. 

In short, Z do not believe that diract loans need 
significantly more or less costly to the federal t-axpayer, and they 
need not look, either at the time of origination or at the 
beginning of repayments, substantially different to the studant 

borrower « 
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tn ft alallar v«ln. X ' >ul<J caution that a wholaaal* changa 
froB JSa?ant.Vd to dlr" l-ndln, - or fro. th. Stafford conc.pt 
to thV P«klna conc. it - will not by Ita.lf r.for. a "brok.n 
•y.t«r " for th. l.pot -t r.a.on that I do not b.ll.v. our curr.nt 
JyStS^o b. funda«.ntally brok.n to bagln with. Our Tltl. IV 
StSdwt a.?l.tano. progra«. J.rry-rlgg.d a. th.y '"^ 
unllk.lv aa It la that auch a ayata. would a«.rya vara v to hava 
^hi f?nt».v lujcurv of daalgnlrtg a financial aid ayata» fro» acratch 
5i?h no hVator^l^nd no ax'lVtlng Inatltutlpna. n*v«rthj.l... work. 
^.Mrkablv W.11. That w. hav., by mom* ..tlMt... too .uch .tud.nt 
to««lnq ll^^Ucau.. th.r. hai nit ba.n «ad. avallabl. .uf flol.nt 
SS-n? fS2d. That", hav. high d.faulta on tha part of borrowara 
2Srt.r. high ^I'ak Va a'tud.nt'a. and P*>^hap. .|«ally high r^ak a. 
borrowara. la bacauaa wa hava Mda an axpllclt (■nd I 

hiTnn iraaoonalbla borrowara." That wa hava high dafaulta a»ong 
S?i32nt"ZhS Srop o^ oT^ahort-tar. vocational progra... .any of 
^M^h off.rad bv proprlatary achoola, la bacauaa wa (actually, 
jSif .2 ?h2 cSngraM)*^h^?a choliin to Includa auch achoola and auch 
Hdant. In tha f adarally-ouarantaad loan progra. -- and for 
raaaona that ara aaally Juatlflabla. 

T-i ahort tha faaturaa of our atudent aid ayata. ara aa thay 
.ra for S cS^ln.?lon of raaaona. both Po.ltlva < •X^i'; J 

If^^^lcl.ntf^daral Pall Grant funda to ia.aan tha naad for auch 
SL'v;'iiSi:Sa5S2:"iorrowlng). Thaaa faaturaa can 
tha congraaa caraa anough to changa tha. althar for an "IJ J. Jh- 
i«!n avitM an all guarantaad loan ayata., or aoaathlng Ilka tha 
JS?«nt ilxof^ara^iaad and dlract. Stafford and P.rklna. loan 
prograaa ■ 

T hava dwalt at aoae langth on caveata: on problaaa and 
faaturaa o? a^SSnt loan, thai tend too quickly to «=cupy our 

"tiSlon and that are uaad '>'^rJt\^''V^ J^'J'^ L tlct ^nwlc 
dlract or guarantaad loana, but that ara ' i" , 
faaturaa of .ith.r approach to th. provlalon of loana for 
What than la dlract atudant landing ganarlcally, and what 
^;l;ta?.a doaa'lt h"d ovar It- g.n.rlc foXlr^:!^^'''' 
provided loana guarantaad by tha fadaral covarnaant? 

I auat bagln ay anawar by aaklng tha raaa.r or ."•^•n" 
atop conceiving of "atudant landing" aa a alngla act or alngl. 
SrScaaa Arforaad by a alngla agant (a.g , a bank «• «». caa. of 

ciSSix prJa'aa'lnvolvlng flva quit. '-^^jTgin?^^^^^ 
In turn by varloua coablr %tlona of <iulta dlatlnct aganta. 
funotlona and thalr poaalbia aganta ara: 

1 orialnatlorLOf—Laan- * daolalon auat ba aada that r 
g l lglgSllg" atudant w in gat a particular loan in accor 
with all ralavant lawa and ragulatlona. 

daolalon prScaaa la aharad b.twaan tha b«nk ^^a 
collaga or unlvaralty at which tha "tudant la 
S^oHlng. A. bank tachnlcally d.old.a whath.r to 
loan or not, and tha aw)unt to b« l«nVw ^S, «rl-k- 
vary oonatralnad by ragulatlona P^h^b^^i"*,.^^!^: 
ratliw." by lawa and ragulatlona that aatabllah tha 
«tM ind taraa of tha^loan, by tha ^•<P»i^«^"*^ 
a dataralnatlon of -naad," which la alao praaorlb^ 
hv law and regulation . But tha collaga or 
Slv«lllty 1- -l-o a part of origination, a. it 
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Must Certify *tt«nd«nc«| financial naadi and 
«ati«f aotory progress toward th« dtgraa . For 
diraot landing^ tha ooII«g« or univ«r«ity •Ion« 
(oftan along vith an outsida *>nood onalyoio" ayatra 
liko tho CoIIogo Scholarship Sorvico of Th« CoII«g« 
Board, or th« AMrican Coll«g« Tasting ProgrM) 
•stsblishM ths ABOunt to b« Isnt to i par^ioulsr 
■tudsnt %t a particular tiaa in confor^anca vith 
applicabia lava and ragulationa* 



2. Baarinq thm Riak of Dafault . Tha afittenua of landing is 
assassing and baaring tha risk of gat'cing rapaid (or not) 
and putting a prioa on tha loan — i,^,, an int<^7dAt rata 
*- that covars tha cost of. Kt/tey ^rxi fi^siniataring tha 
loan plus a praaiua to covor, bv^r a large voluaa of 
loans I tha risk of dalaiilt. Tha rick uf ^ttfault in any 
studant loan progr:&s chat iu avail^bl^ to all Mtudants 
without ragard tp coXlataral, fuVurc earning prospactSi 
co-signatoriani othar asi&«L^«n'«itiits of riskf la vary 
high. 



ypi^s^^lila Aaanta in EL*-*.^..-fltftrA;oai Only tha 

govarnmant (ultiMt^>Xy» ot courta, ih% taxpayar) 
c:An ba^.: vVio dafauXi t i^k of stu(tia:at landing on tha 
<*aqu^' loan avaiiabiXity** tanuit xnp^n vhioh tha 
Cong*^ »«s haa insistad* coaaaroia^ titr&kSi tha aain 
inf^itutional ascpartlaa of which ii9 prfiaumbly tha 
a»^ r :kara»?vr.' ^f rian and tha provlsrlon of loana 
«c ' vr iiryly, cannci, <3n not, rffttf ehoulvil not baar 
;:ti*'. In studant land^ ^>t?- (Tha riaka of; liquidity 
»v.5>jiatad vit*^ ho'iditict yc^«'>'iv«1ty long-tan, 
i^'ixad-lntaraat *»ea^», r^sii;: by ivhort-tar* 

>iuctuftt.ifi^ dft|^»6-t 'v^lfll. 1* curirantly alao 
born« t-v ■zsf^ t^y'^,-^<r: vv m;.i.*^k'cvd Loan Prograa 
throu^*^j^ frKi. ^ ^'^^t^^i. ^4vplai»f<^i ><hlch paya to tlia 
b'^nk iiif^farcrrr-i, I^Uw^an Vh-fc asount actually 
aarn^tt 'vi tha *»>4n i;vort:.' .vil ^>;^ouah tha fixad 
atudca;^(; iat^jraat paynavittf, /sttid « v^riabla rata of 
taturn prv«^ad to tha rata nrj^ ^v»iirr;ciant papar and 
thua to I'ha currant rc^^l c.^f^V tuivla*) 



3. providing Uit - , Cagrital . Sj^ ^M \^^?«t: I^^a providad to tha 
borrovar* 



mfilMJLJiOlin&^ tn ^jc^oviaion of Loan Capital; 
It ia of tan aoauaad that cowMroial banks ara 
naadad bacauaa thay hava tha leonay, and baoau^a tha 
principal function of atudant laiuling, aftar all, 
la providing iionay to atudant borrowara* But 
actually, onoa tha alaMnt of riak ia rasovad by 
tha govarnMnt guarantaa and the aaauranoa avan of 
a variabla rata of ratum to covar any f luctuatioxia 
in tha coat of monay, tha provision of funds ia tha 
laaat of tha problaa* Anyona or any inatitution 
can gat aonay f ro« any savinga aourca undar such 
tanui* In fact, conaroial bank atudant landara do 
not avan hava to provida capita 1 , axcapt 
aonantarily, if thay chooaa to sail or warahouaa 
tha loans to a aacondary markat audi aa tha 8tudant 
toan Karkating Maociation (SJOXIS MAB) • Arguably, 
thara ia a aingla capital aourca doainatad toy tha 
huga holdara of sav/ings — pansion funds, truat 
funda, foraign holdara of Onitad stataa dollara, 
^tc* — and tha 9ia billion or ao of nav atudant 
loana each vaar auat ultlmataly tap into thia 
aourca, whathar through cownarcial banks, SALLZI 
HAB, or tha fadaral govamaant'a own borrowing* In 
abort, comarcial banka muc ba a aignif icant aourca 
of atudant loan capital, but thay do not tmsci to 
ba* 
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BfllXfiMiai. i^ll itudgnt loans in all nation, that um 
thiS^JrTaubBldlMd to aoMa dagraa (Unltad Stataa atudant 
loana ara actually among tha laaat aubaldlzad) , If w« 
concalva of tha aubaldy aa that amount •*J«ctlva 
Intaraat, in axcaaa of what la paid by tha ■tud«nt, that 
ia naadad to covar all of tha coata aaaociatad with tha 
adminiatration of tha program, tha •fpanaa <>« covarlng 
dafaulta, and tha coat of tha Bonay itaalf . Thara la a 
rata that uuft unaubaidixad, a rata roughly •qulvalant 
to a prima commarcial borrowing rata, at which point 
thara ahould ba littla or no incantiva to •tu<l*nt or 
parent to borrow axcaaaivaly and, tharafora, Uttla or 
no naad to ration th.i availabla dollara or to worry about 
"nead." For a variaty of raaaona, atudant loana probably 
naad to continua to ba mada availabla at intaraat rataa 
to tha student that carry aoma dagraa of raal •w»«"y , 
although aoma would argxia that tha aubaidy -hould ba low 
enough (i.e., tha interest rate to the atudant borrower 
high enough) to reduce or even to eliminate tha neceaalty 
of need-based rationing. 

poaaibie ha^nitm in sub ijH^,^na Student Loana : The 
gS"iraent (o? "tSllliSyerS) V either federal or 
state, is the only posaible aubatantial bearer of 
the cost of student loan subsidies. 

s sarvlcina r^^ nm in Ropavnant . Someone or aomething nuat 
handle bi^ l ln^^^ collectig n" a nd the adminiBtration of the 
loan in repayment. 

p^^ ft^v^l^ Aat nt* ^" Sarvictna Loantt! 
courae most of ten aervlce their loana . But a bank 
can also service a loan after it ceases, strictly 
speaking, to own the loan by continuing to procesa 
repaymenta on the loan after it haa been sold or 
warahouaed (i.e., uaed to collateraliae a loan) to 
a aacondary market. Or, a bank (or any other 
lender) could retain ownerahlp ot the loan note, 
with or without attendant risk, and purchase 
servicing from an entity with a large computer and 
an efficient back office procesaing capability. 

Seen in thia light - of the different functions and PO"lbl« 
agenta in the proceai of atudant lending - the «««*»V'"'J^fr«iJ!2d 
lindlng by colleges and universities, as opposed to guaranteed 
iSndlnS b/ commerlial banka, ia reduced to tbe important but by n^ 
mSan. Iva^whelming iaaue of yh l nh flqtnt QI M^^^'J -^ l.^J^^^ ^ ^^^^^ 
nrifflnntiffn nf n^.UitPt ^Q'^""- m oaae, with any ooncelvabie 
Svitem of atudant loa^^^ and atudant loan agents, «f long aa 

StudiSt loana are going to be made eaaentially equally available to 
2tJdenti at aomewha^ aubsidiaed rate, of intereat and in large 
aggregate amounta ($12-15 billion annua :^ ly ) t 

* the riak of default muat be borne by the government; 

* the proviaion of aubaidiea, if any, to the -tudent 
borrower muat be borne by the government, with 'tate 
5Sve?I(SSnt. a^^ inatitutions possibly adding additional 
aubsidiea to certain atudent borrowers in certain 
circumatancea; 

* the servicing of loans in repayment can be done either by 
banka or by apecialiaed loan aervicing entitiea able 
efficiently to proceaa and to collect; 

* the necessary student loan capital, in the amount of $12- 
15 billion a year, muat draw ultimately on large Pfi»«n^ 
capital aourcea like penaion and truat funda, althouah 
balika can play a role either aa lendera l^""^" 
buying the notea of a secondary market like SALLIE MAE, 
and 
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* th« origination of loan« ouaht to b% in thm hand« siinly 
of thm coll«9«« and univaraitiaa, which auat prooaaa tha 
naad analyaia forma, cartify financial naad and 
attandanca^ and packaga scat othar aourcaa of atudant 
financial aaaiatanca anyway • Thar a would aaaa to ba no 
particular advantaga to involving couarcial banka in 
thia function, which thay cannot do coaplataly anyway, 
and ovar which thay hava, by law and ragulation^ ao 
littla latituda. 

Thua, tha ai^pla and rational atudant loan program, wara wa to 
ba baginning anaw (which of couraa wa ara not) would ba for tha 
atudant to apply to tha collaga or univaraity for financial aid, 
including a coaponant that could ba a loan^ which loan would ba 
guarantaad and (alightly) aubaiditad by tha govarnnant, and 
availabla and rapayabla on rataa and tarma aa praacribad by law and 
raguXation. Iligibla collagaa and univaraitiaa would thua 
briginata tha loana^ up to an amount that tha National atudant Loan 
Bank (which would look a lot lika 8ALLIS KM) had agraad to 
purchaaa. (Znatitutional caah flow naada could laad tha National 
Studant Loan Bank to advanca collagaa and univaraitiaa up to, aay, 
80 parcant of anticipatad loan voluma for a ahort pariod of tima.) 
Tha National atudant Loan Bank would aarvica all loana. It would 
gat ita capital through tha nation (a primary capital aourcaa by 
collataraliting ita aaaata of fadarally*guarantaad and fadarally- 
aubaiditad atudant loan notaa. A faw collagaa and univaraitiaa 
might prafar to do thair own collactiona, but thay would hava to 
baar aoma **dua diliganca** riak in ordar to ba allowad to do ao« 
Soma aubatantial part of tha oapitalitation and tha aarvicing could 
ba contractad diractly to qualifiad atata aganoiasi or avan undar 
bid to wholly privata aacondary markat/loan aarvica aganciaa. 
Commarcial banka would hava no rola in loan origination, but could 
parf orm loan aarvicing undar contract or could provida loan capital 
aithar through purchaaa of tha papar of tha National Studant Loan 
Bank or through compating aa a aacondary markat/loan aarvica 
aganoy. 

Naybai in addition, tha IRS or Social Sacurity could ba 
brought in to halp oollact. Mayba, tha intaraat aubaidy ahould ba 
lovarad — or parhapa ba raiaad. Poaaibly, rapaymanta ahould all 
ba graduatad upvarda ovar tima, to conform at laaat alightly with 
tha axpactad growth in aarninga and thua with praaumad ability to 
rapay. Parhapa^ aoaa incoma contingant protaction ahould ba built 
in to aaaura borrowarm that rapaymanta will navar axcaad aoma 
maximum parcantaga of thair aarninga and ao that aoma ultimata 
rapayaant aubaidiaation could ba baaad on tha (low) futura incoma 
of borrowara during thair rapaymant lifatimaa, rathar than^ or in 
addition to^ tha (low) inooma of thair paranta at tha tima thay had 
to borrow. And parhapa, accaaa to atudant loana ahould ba 
raatrictad for firat-tima atudanta, or atudanta in ahort tarm 
vocational programsi or in othar aituationa daamad to ba high 
dafault riak. 

But nona of thmm m raforMi or ina— nt« haa anything to do 
QftnaricallY with tha miamtion th^^ waa tha rmtmmmfLmd foeua of mv 
taatimonvt n^mmlv. mh^tt\A ■o«a or m11 atudant landinii mova from 
baina oriciinatad evarvhalaiimly bv otmaaroiai Kanka to baino 
oriflinatad bv tha co llagaa and univaraitiaa tha»aalvaa. And to 
that guaation, my anawar ia iiyaaii* iMcauaa it ia a mora affactiva, 
and ultimataly I baliava a mora af f iciant, uaa of tha profaaaional 
paraonnal and apparatua of our inatitutional off icaa of financial 
aid| and would mova tha fadarally-aponaorad atudant loan program 
away from commaroial bank origination and aarvioing# i^ara it haa 
navar raaidad in complata comfort. 

Grantad that wa ara not baginning tha atudant financial aid 
world anaw, ia thara any way to axparimant with tha diract loan 
concapt without diamantling tha axiating natwork of commarcial bank 
partioipanta and atata guarantaa aganciaa? Of couraa* Tha modal 
ia not tha Parkins Loan Program, but tha old Padarally Znaurad 
Studant Loan Program (FZSL) , which allowad qualifiad inatitutiona 
of highar aducation to act aa landara. What vaa miaaing at tha 



er|c m.' 

45-246 0 - 91 -6 



158 



:SSSir"'.^Ja' fij^tly with cpltjl J-v.nc.. ;nd purch«. 

■ny naw Parlclm Loana. 

would .uch • propoMl, •v.n If '""V i''J|l"«"A**'j«^fr«MtW 
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PREPARED STATEMENT OF DONALD J. NOLAN 



Co behalf cT 

TTie Stote Hijher EductUon Extcutlve Offlcen Aiwclttioa 

Befbrr 
The Budget Commltlee 
U.S. House of Representatives 



Chainnaii Panetta and dlstlnfulsbed members of the Committee: 

I appreciate this opportunity to testify before you on the reauthorization of the 
Hiiihcr Education Act I am Donald J. Nolan, the Deputy Commissioner for Higher and 
Continuing Education for the New York State Education Department I »P«?^ today on 
behalf of the State Higher Education Executive Officers Association, SHEEO, which 
represents the fifty executives of statewide higher education coordinating and govemmg 
boards for the nation. 

SHtfiO seeks your support for a major reform to Title IV of the HEA, one that 
would protect the large Fcdeial investment in student assistance by allowing the states to 
tc the approving agencies for Institutions that receive Title IV funds. 

As you know, Title IV student assistance programs are a major Federal investment 
in promoting accctt to postsecondary education in the U.S. These Programs received 
appropriations approaching $li billion in fiscal ^91 and accounted for $18 billion in 
assUtance going to millions of needy students. Title IV funds comprise about 20 percent 
of all public support for postsecondary education in the nation, with the other 80 percent 
coming primar^ from the states. 

The States have a vital interest in assuring that Title IV programs serve our 
students. We are alarmed by the large and growing number of reports of abioc, fraud, 
and mismanagement associated with Title IV; by defaults costing $2.5 billion In fiscal year 
•90 and projected to rise to $2.9 billion in fiscal year '91; by the failure of a major 
guaranty agency; and by the millions of dollars of illegally disbursed PcU fund^ 
particularly at the occupational, vocational, technical and trade schools cited by the U.S. 
D-ipartment of Education's Inspector General. We are equally alarmed by the damage 
being done to thousands of Title IV aid recipients who are poorly served; who are 
defrauded; and who have ouutanding loans for education they did not receive. 

These problems must be adtircssed by this reauthorization. The first priority must 
- be to stem what the Department's Inspector General has called the 1)lccding'' of the 
Federal treasury. DcfauU costs alone are the third largest expenditure item In the U.S. 
Dcpartmen; of Education's budget, according to the Congressional Research Service. The 
$ccl)nd priority must be to establish ongoing mcchanisn» to assure that all the institutional 
entities in Title IV - the schools, the accreditors, the state licensing agencies, the lenders, 
the guarantors, and others - meet basic Mandards of practice. It is clear that today the 
focus must be on Improving practice at postsecondary institutions and state licensing 
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agencies. This is an area repeatedly emphasized by all who have examined Title IV 
problems: the GAO, the Senate Permanent Subcommittee on Investigations, and the 
Inspector General of U.S. Department of Education, to name a few* 

Several ipproaches for improving the practices of postsecondary institutions are 
already in place. There have been eighteen pieces of Federal legblation since 1980 
containing provisions to address loan defaults* The more recent amendments bar students 
and institutions from participating in the loan programs when default rates exceed selected 
thresholds. Similarly, a recent amendment bars prospective students without high school 
diplomas torn receiving Title IV aid unless they pass a federally approved standardized 
test. Education Secretary Lamar Alexander has also Uken steps to make improveroenU 
to his Department's administration of Title IV institutional eligibility and certification 
procedures* 

As important as these efforts are, SHEEO believes that the best way to offer long- 
term protection to students and Federal taxpayers is to encourage the states to serve as 
the agencies that assure the integrity of institutions and programs receiving Title IV funds, 
in partnership with the Secretary. This approach - based on the notion that tne buck has 
to stop somewhere - is a major feature of the Integrity in Higher Education Act of 1991 
(HR 2716), introduced in June by Representatives Goodling of Pennsylvania and Lowey 
of New York. 

Obviously, reform is neec'ea, given vhe fact that, under current law, Title IV 
institutions must be authorized to operate in the states in which they are located before 
they can receive Title IV funds. SHEEO research ind. ;ates that within the past few years 
many states have etiacted laws to protect their students from fraud and abuse, especially 
at vocational and trade schools where most of the abuses have been uncovered and where 
Title IV funds comprise the primary funding source. However, despite these 
developments, several shortcomings remain. First, in many states, the function of state 
oversi^t for noncollegiate institutions rests with a secondary, not postsecondary, agency. 
Second, funding for enforcement of existing laws and regulations has been limited in part 
because of the lack of priority given to oversight activities by the secondary agency. Third, 
many states continue to emphasize business and flnancial practices, rather than broader 
concerns with educational effectiveness and efficiency that have been of central concern 
to many Federal and state policymakers. Finally, standards across states continue to be 
inconsistent and uneven. 

The proposed Integrity in Higher kiducation legislation offers an alternative that 
would save the Federal treasury much more than it would cost to implement, and in our 
view, is the best hope for assuring long-term accountability in the Title IV programs. 

This proposed legislation would authorize the Secretary to enter into agreements 
with a state, or consortia of states, to establish a State Postsecondary Approving Agency. 
The Secretary would be authorized to provide funds to the Postsecondary Approving 
Agcnc>' to review and approve postsecondary institutions and programs for the purposes 
of Title IV eligibility. Each agreement would describe the organizational structure of 
postsecondary education in that state and each Postsecondary Approving Agency wnuld 
be the single contact point with the Secretary for that state, regardless of how many 
separate agencies actualiy performed review and approval functions for that state. 

Each Approving Agency would enforce its own state's standards of management and 
educational practice but the Act enumerates those areas in which state standards would 
have to be established. The standards would be developed in consultation with the 
institutions of the state and could be different for different classes of institutions within 
the states, as defined by state laws. The Secretary would be authorized to reimburse the 
states for the costs of performing Approving Agency functions provided for in the 
agreements. Total appropriations would be capped at one percent of th? amount 
appropriated for Title IV assisunce and each state's share of the appropriations would be 
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determined by the ,hare of Title IV fund, received by .tudenU attending iu Juthution,^ 
No itate would be required to enter into an agreement unleu Federal fundi were 
appropriated to reimbulU it. A more detailed .ummary of the Act is m Appendu A of 
my testimony; the full text is in Appendix B. 

Many states have addressed the issue of postsecondary educational in«eBri9 and 
quaUty in ricent years, with positive resulu. While many states f^'f^'f 
briefW describe wtuu has happened in the state 1 know best. New York. Our Board of 
Reg?nu iTS^ping pJwers'^S review and approve all levels of post^condary education 
offered by aU types of institutions-public, prWate non-profit, and proprietary. Among ""^ 
Se-^^ntinStostitutlons, our review activities have consistently led » Program 
ta^roveraent and, in some cases, discontinuance. O"' "'?"8 'PP^^' P'^"'" 
have served to deter the establishment of weak programs. Despite these strong regula ory 
powers w^have been able to work collegially with our nearly 250 colleges and umversities, 
many of which are world class institutions. 

New York has separate standards for schools that do not ofler degrec^redit 
instruction, namely, the occupation, vocational, trade and technical schooU that are 
primarity f^r-profifi^orporations. In 1990. the State legislature strengthened our au ho i^ 
io regulate these non-degree schools. As a result, we now have $1 million in a tuition 
reimbursement fund - financed by a fee levied on '^e 300 schools -- to pro«c,^ 
whose schools have closed and to enable the return of their loan pnncipal to lenders to 
Tvo^defal In the first full year the new regulations were in effect, we made roughty 
400 unannounced vi.«u. reviewed about 1.000 school applications to offer educational 
programs, and processed over 1.000 student complaints. 

In her statement introducing the bill, Representative Lowcy gave several good 
reason, for relying on the states to address the mounting problems in Title IV instJ"tions^ 
AsmZ them, she noted that "the states are much clo«!r to the problem than the 
Cl?men« of Education and are much more likely to be able to «°^"ct ^^^^^^^^ 
ovenig.it." She also pointed out that» with respect to the integnty of taxpayer dol!«r^ i 
i, of iSndamental importance to ensure that there is strong oversight ... by a governmental 
body that is responsible to the public." She also correctly noted that "many states are 
willing and able to take on this responsibility." 

The Goodling-Lowey proposal for the establishment of State Approving Agencies 
U central to the restoration of public confidence in the integrity and q"a>'«y ° 
po.t«condaiy in,titutions whose studenU receive Federal assistance. It « 
both studenU and taxpayers will be better served and protected through the enactmem of 
the provisions contained in this legislation. 

ntank you for your kind attention. I would be pleased to respond to questions. 
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PREPARED STATEMENT OF CHARLOHE J. FRAA3 



Mr. Chairman and mtmbert of tht committot, my nama it Charlotta Fraat. 
I am a Spocialiit in Social LagiJlation at tha Congrtaaional Raaaarch Service. 
It ii pleaaure for me to appear before you today to taetiiy on the iaaue of 
Guaranteed Student Loan (GSL) defkulta. I have followed the default eituation 
ae paii of my dutiee aa tha CR9 analyat primarilly reapoDiibla for the GSL 
program. Recently, lome coUeaguee ^ tha education eection and I completed a 
aerieaofreporUontheproprietaiyec. or of poataeoondaiy education. 14y focus 
was on the participation of proprietary aehool etudenta in Federal student aid 
programa, including the effecta of euch participation on student loan defaults. 

HOW DEFAULTS AFFECT IHE GSL BUDGET 

Essentially, there are three mi^r coeta to tha Federal Government for 
GSLs: interest benefits for etudenta; intereet aubsidiee for lenders; and 
borrower ilefaults. These and other Federal ooets are incurred through contracts 
between the Federal Government and lenders, and State level loan guaranty 
agenciee. Such coeta are offset by receipts, primarily collectiona on defaulted 
loans, horn nonfederal sources. GSLs are entitlementa fUnded under permanent 
contract authority. 

In recent yaare, default claims paid hy the Federal Government have 
constituted ever increasing ebares of GSL program obligations. One reason is 
that such defkult costs have risen fosUr than other program eoata. In 
particular, U.S. Treasury bill (T*bill) ratee, which drive the eoata of intereet 
subsidies, have remained relatively low. This fiscal ysar, Federal default 
payments will be an eetlmated $3.6 billion constituting about 63% of total gross 
program obligationa. Such payments will be cfDr«'t by an eatimatad $880 million 
in collectiona. 

Federal default costs result from contracts between the Federal Government 
and State level guaranty agencies to provide reimbursement to such agencies for 
the insurance claims they pay lendera (or loan holders) for studsnt loan 
borrower defaulta. Lenders must pursus certain federally mandated 'due 
diligence* collections proceduree for 180 day altar a loan becomes delinquent 
befora they can file a claim with the loan guarantor insuring the loan for 100 
percent of loan principal plua accrued interest At 160 days of delinquency, the 
loan ia considered "defaulted." 

After the lender receives the insurance pi^yment on a defaulted loan fVom 
the guarantor, the loan ie assigned to the guarantor for collection, alao under 
federally preecribed proceduree. After the loan is delinquent for 270 di^, the 
guarantor may file a reinsurance claim with the Federal Government for 100 
percent reimbursement for the insurance piQrment made to the lender. If the 
guarantor has a volume of default claims exceeding 6 percent of the principal it 
insures, Uie raimbureement rate drops to 90 percent on reinsurance claims made 
for the remainder of the fiscal year; If default claims sxceed 9 percent, the 
reimbursement rata is 80 percent. 

Because the GSL program Ie an entitlement program, the coet of GSL 
ddaulta has been a critical issue during budget reconciliation, particularly 
uuring the 101st Congress. Default reduction provisions wsre included in the 
Omnibus Budget Reconciliation Acta of 1989 and 1990 (PX. 101-239 and P.L. 
101*608). Aa Congress oonsidsre ths reauthoritation of the Hi^er Education 
Act (HEA) in the 102d Congress, the default situation is likely to again come 
under scrutiny. 

THE CONDITION OF DEFAULTS 

Ths costs of GSL defaulU to the Federal Govertunent of $3.6 billion are an 
all time hi|^. W^y? One reason is a riae in the volume of loana in repio^ent, 
reeulting from increases in principal borrowed annual^: increaaes in the sheer 
else of the program. The other reason ^s a rise in the rate of defaulU, 
attributable to inereaaee in the use of ths program hy high financial risk 
borrowers who sut^oquently defliult 
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jf^ BtlfttlHp^'p ^ ^rog^ Vohamm to Dtftmlto 

TlifOSLprogrf^hM grown •lininetntlylntbtlMOt. In FY IMO. ibout ' 
$4.6 biUion In \<mn principal wm diaburM<L DUbMWtmentf in BY 1991 will b« 
an •rtimaUd 111 billion. During tht Mini 11 ytw iktriod, oblifttion* for 
defnulU incTMMd from 9263 million to 93*6 billion* 

TABLE 1, GSL DlibumnMnti and ObUgatloni for DofaulU 
FY 1980-FY 1991 
(lnmlllkm0«Kf dolLuTi) 



Loan i»incliMd 
dlsbumd 



Obllgntloni for 
doftittlti 



FY IMO 
FY 1981 
FY 1982 
FY 1983 
FY 1984 
FY 1985 
FY 1986 
FY 1987 
FY 1988 
FY 1989 
FY 1990 
FY 1991 



94,598 

7,433 
5,927 
6,582 
7,520 
8.467 
8.142 
9,272 
10,380 
10,938 
10,871 
10,979 



9263 
235 
266 
466 
749 
1,016 
1,318 
1,269 
1,389 
1,911 
2,385 
3,500* 



•Eitimate provided by Department of Education Budget Ofllco July 17, 
199L 

Sourve: U.S. Department of Education. Offlce of Student Financial 
Aaaiitance. FY 1989 Guaranteed Student Loan Data Book, Executive Summary. 
DB. Department of Educati on Budget Offifte. 

With regard to theae increaeee in default coeU, an important coniideration 
it that the more loan principal borrowed, the m<^re lo« P' ^^ P^ 
repayment, and the more mon^ la aubject to default. For txample, in FY 1980 
about 93.7 billion in GSL principal waa In repiyment fh)m lo,.na that hjd^n 
borrowed aince the program began in FY 1966. At th^ be^nnng of FY 1991, 
934.3 billion in QSLa waa in repayment. Even vrith atabl? defa ult ratet, a rise 
in default coata would occur. 

Collectiona on defaulted loana partially olTaet total Federal ^efault coaU. 
Since FY 1980 GSL collectiona have riaen flrom 968 million to an wtimated 1^ 
million in FY 1991. The IRS offiwt program, which haa exiated aince 1986, 
attachea Federal tar reftinda due GSL defaultera and appliea the amount to the 
debt they owe the Federal Government Over a billion dollara haa been collected 
through thia program, which will expire January 10, 1994. 
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TABLE 2* CoUfwtlotu on Defaulted OSU FY 1880-Fy 1901 
(in mlUlont of dollars) 



FUwalyear 



Regular collections 



mS offset 
ooUeotlons 



Total 



1980 
1981 
1982 
1983 
1984 
1986 
1986 
1987 
1988 
1989 
1990 
1991' 



$68 
65 
78 
110 
162 
221 
278 
358 
362 
423 
438 
494 



192 

106 
133 
169 

236 
386 



$68 
66 
78 
110 
162 
221 
370 
463 
496 
682 
673 
880 



' Batimato provided in FY 1992 budget documents. 

Source: U.S. Department of Education. Ofdce of Student Financial 
AjBiistance. FY 2990 OuaranUed Student Loan Programs Data Book. Executive 
Summary, [Draft] 



Increased Borrowing by High Financial Risk Students 

The gecond reason for the rise in default costs ii increases in the default 
rake due to borrowing by high flnancial riik itudents. Thii ii evidenced by 
increases in the 1980s in the proportion of QSL borrowers who attend 
proprietary schools. Student loan default studies consistently show proprietary 
school students to b« at highest risk of default, and their increased use of QSLe 
has contributed to increased default rates. 

Department of Education daU show that in FY 1980| 7.6 percent of 
StafTord loan borrowers were proprietary school students and they borrowed 
about 6 percent of loan volume. By 1989, proprietary Khool student borrowing 
increased to about 33 percent and their loan volume to 27 percent. The Stafford 
loan program, the largest of the GSL programs, provides subsidised loans to low 
inccme students on the basis of need. A reason proprietary school student 
borrowing is on the increase is that such students tend to be low income and the 
schoivls tend to be more expensive so the students qualify for significant 
amounts of student aid. A 1986 student aid survey found 67 percent of 
proprietary school students borrowed GSLs, compared to a nonproprietary 
school borrower rate of about 18 percent. 

Evon more significant has been the recent use of the smaller unsubsidised 
Supplemental Loans for Students (SLS) program by proprietary school students. 
After 1986 program amendments eliminated a limitation on the use of such 
loans by independent undergraduates, SL9 loan volume jumped fVom $279 
million in FY 1986 to over $2 billion by FY 1988, and ihe bulk of the imrease 
was attributable to borrowing by proprietary school students.' The proportion 
of SLS borrowers attending proprietary schools was about 10 percent in FY 
1986 rising to over 60 percent in FY 1987 and to 65 percent in FY 1988. 

Such patterns of borrowing are believed to have increased default rutes 
because proprietary school students default at significantly higher rates than 
students attending other types of institutions. ED analyzed a random sample 
of Stafford loan borrowers who entered repsyment in FY 1985 and found that 
50.0 percent of proprietary school borrowers defaulted on their loans by the end 
of FY 1988. This compared to sbout a third of community college : udents; 
default rates for students at 4'year schools are considerably lower. 1 ae average 
default rate was 20.0 percent. 



'U.S. General Acc our ting OfUce. 8upplen*''*tiJ LoanM for Students: Who 
Borrows and UTw Defaults. Washington, Oct. 1989. GAO/101D*90-33FS. 
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Wt^ m propritUiy Mbool ttud^nt dtliiult mtM m> Lif^T No itudiM hivt 
been conducted on proprieUfy ichool bomwere per m to iivwer the queetton, 
Studiee of loan defaulti IndlciU that the m^jor chwwterleUce ofdefaultere wre 
alio the chertcterlfUce of etudenti more oommonljr eerved by proprietaiy 
echoole: low income of the etudent or hie or her family; inrollment in a ihort 
term couree of etudy; low loan balance. Some believe that abuiive practicee by 
or cbaracUrietice of eome echoole-mleleading advertiaini^ recruitment of 
unqualified atudenU, poor educational programf-ootitribute to a atudent'a 
proclivity to default. 

What we can deurmine IVom available daU ie that nationaHy. defiulte we 
rieing . Hietorical meawree of GSL defliult r.itee are baeed on cumulative 
program eroerience-now 26 yeare' worth of daU-and are not a particularly 
good meaiure of ehorter term default trende. Nevertheleee. theae daU do 
iuggeet that we have been experiencing a woreening default aituation, 
particularly aince FY im 

A cohort default rate, %hich looka at a particular group of borrowere for 
their default experience over a limited time, ia a better meaeure of borrower 
defaulting from one year to the next, but anaiywe ueing auch ratee have only 
begun recently. 

Last week ED released its naUonal analyeU of the FV 1987 through FY 
1989 cohort default ratee used to implement provisions of the recent 
reconcilUtion laws, and these dat# indicated a notable rise in defaulU^The F\ 
mi eohort of borrowers had a 17.6 percent default rate naUonally. This rate 
for the FY 1989 cohort was 20.1 percent. The "eohort" used is borrowers 
sntering repayment in a given fiscal year. The raU U the number of such 
borrowers who default by the end of the following fiecal year divided by the total 
borrowers in the cohort. 

EFFiSCTS OF RECENT BUDGET R1;OONCILIATION LEGISLATION 

In the 101st Congress two mi^jor bttdgst reconciliation lawa were enacted 
to achieve OSL program savingi primarily through reducing defaulU: the 
Omnibus Budgst Reconciliation Acta (OBRA) of 1989 and 199L The most 
significant provisions of both laws sanctioned Khools whose studenU default at 
high ratee by limiting their participation in the program. OBRA 1989, 
Jan. 1, 1990, prohibits undergraduate studsnU at achools with eohort default 
ratee of 30 percent and over from borrowing **U^ loans. OBRA 1990 makes 
schools with cohort default rates of 36 percent and over for each of the three 
most recent fiscal years ineligible for participation in any of the OSL programs 
effective July 1,199L 

It U too early to u$eu the effects of these laws on default costs because 
there U a considerable time leg between the time a loan U dUbursed to the 
borrower and a default claim U paid the Federal Government. GSU enter 
rspmient status at varying timee and a loan could not result in a Federal 
default claim until at least 9 months thereafter. According to progr«n analysU, 
moet Federal GSL default claims are paid an average of 3 to 6 years after a loan 
U made to the student. Defaults would be expected to show up earlier for 
loans, which enter repayment sUtus sooner than Stafford loans, or if borrowers 
are moetly in short-term educational programs. For example. defaulU on loans 
to proprietary school studenU tend to peak about 2 years after the loans are 
d{sbur«<Hl. 

The effecU of the 1989 OBRA on Federal default coeU, therefore, will not 
be apparent unUI FY 1992 at the earliest. Wa can, however, make eome 
preliminary obeervations on possible sffecta of OBRA 1989 on 8LS program 
participation that could have important implications fbr defaulU. 

The Deparf4uent of Education reports that undergraduaU studenU at 1\2 
high default echoole were made ineligible fbr 8L8 loans between March of 1990 
and this July under provisions of OBRA 1989: 601 of theee echoole were 
proprietaiy echoole. Apparently as a result, a large number of ttiese schools 
closed because they were dependent on SIS eligibilify of their students to exist. 
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OSL program dtta ihowt a 1616 million raductJon in SLS borrowing by 
propriaUiy ichool ftudanU bttwMn FY 1969 and FY 1990. Abo of internt wu . 
about a $460 million daclina in Stafford loan borrowing such itudanU. Thia 
luggMta that largv numbirt of itudanU raetlvwl both tgrpat of loans and wire 
unabia to eontinua thair adueational program without acoiM to tbt SLS 
program. If you amme, baaed on analywf ofdaOiultad doltara, that at laaat ib 
P4rrcant of tha |1 billion raduetion in OSL principal bonowad by proprietary 
•cbool etudenu would at some time default (probably (br thU group attending 
high default echoole it would be a higher rau)t then you would eventually 
realise eignificant eoet eavingi from thia FY 1990 volume reduction aione. 

Baaed on provieioni of OBRA 1990, 178 echoole have been notified that 
they are eul^ect to program termination. Alao 76 echoole with FY 1989 default 
ratee over 60 percent could be eul^ to departmental limitation, euepeneion or 
termination aotioni applicable to their participation in ai^ Fedei*al etudent aid 
programs. The effecte of the elimination of theee additional echoole Arom OSL 
program participation on loan volume will not be apparent until FY 1992 at the 
earlieet, with effects on defaulu being indicated Mveral years later. 

A couple of other factore may inllutnce OSL defkulta over the next few 
years that could ofbet savings th<it mif^t be realised throu^ the reconciliation 
laws. For fiscal year 1991, ED has reeetimated Federd default coeU fVom 12.8 
billion to $3.6 billion, based on increasee in default claims coming into the 
Department. While the speciflc reaaons fbr the increase are not apparent, 
program analysta suspect that the recession mio^ be one factor. The recession 
began about July of 1990 |um1 rough^ 9 monthe laUr claims began to increase 
beyond expected levela-the minimum period a loan could go into default and a 
claim filed. An important question is wl^ loan defsrmenU availsble for 
unemployed borrowera would not help counteract the effecte of the recession. 

Another factor that m^y be resulting in higher defaulU in FY 1991 might 
be an unintended consequence of the SLS raetrietion. Some propoee that 
studenU who attended echoole that cloeed as a result of losing SI^ eligibility 
$y believe that they have nv^ obligation to repay their OSL since their 
educational program was incomplete: we may now be seeing the results of FY 
1990 school closuree ic increased defaults. 

LEGISLATIVE OPTIONS TO REDUCE DEF*AULTS COSTS 

The challenge in considering f^jture options to reduce defaulU is balancing 
budget policy with program policy goals. Since 1980, Congress has enacted some 
17 different laws, to one degree or another addreesing default control. At this 
time, options that are likely to have the greateet impact on reducing default 
coeU would be thoee to fbrthsr reduce loan volume or the participation of 
borrowera moet prone to default in the OSL program. 

One option that could significant^ reduce defaults would be to fUrther 
lower the default threehold fbr school eligibility for OSLe. With this alternative, 
you face the consequence of reducing the accees of eome students to Fede 
student aid, and potentially to postaeeondaiy education. Another option to 
achieve the eame goal would be to deqy loans to certain default prone student 
groups and increase other typee of student aid for them, euch as Pell granta. 
This would require eignificant increasee i*4 appropriations fbr the non-GSL 
student aid programs, however. 

Another option that mi|^t be consider^ would be to increase receipts 
comity into the OSL program to ofTbet deft . i coeU. Now both studetiU and 
guaranty agenciee pay certain fees to reduce program costs. Soir^ new OSL 
participation foe for schools mi^t be considered. 

Default reduction propoeals concentrating on preventing defaulta among 
the current borrower population or improving collection efforts would arguably 
have leea of an impact on future default eoeU than those diecussed above. This 
is because such coete are largely driven volume and the nature of the current 
borrowers. There are several bills pending before the 102d Congreee containing 
euch propoeals, the merits of which are likely to be debated during the 
forthcoming reauthorisation. 
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PREPARED STATEMENT OF THOMAS A. BUTTS, ASSOCIATE VICE PRESID^^ 
GOVERNMENT RELATIONS, UNIVERSITY OF MICHIGAN, ON BEHAif OF THE 
NATIONAL ASSOCIATION OF STATE UNIVERSITIES AND LAND VjRANT 

COLLEGES 



Mr. Chairman and Mambers of tha Subcommittaa, I am Thomas A. Butts« 
Associata Vica Prosidont for Qovarnmant Ralations at tht Univarsity of 
Michigan. I am plaasad to appaar bafore you today on bahatf of tha 
National Association of Stata Univarsitiaa and Land Grant Collagas 
(NASULGC) to discuss tha possibility of a major improvamant in tha 
student assistance programs through direct Federal loans. 

By way of baiCkground» I was the Director of Student Fmancial Aid at the 
University of Michigan from 1971 to 1977. Frdm 1977-1981, I was on 
leave from the University and sensed with the U.S. Department of 
Education as a policy advisor for student assistance and later as the 
Deputy Assistant Secretary for Student Assistance. I have continued 
since then to be involved in student aid policy issues. 

Mt. Chairman, the American Council on Education (ACE) and twelve other 
higher education associations, including NASULGC, submitted a direct 
lending proposal to you on April 8, 1991. The bill language submittea at 
that time would, in substance, implement the proposal which I will 
describe in more detail today. The NASULGC Executive Committee nas 
asked that its Legislative Committee explore further the feasibility of 
Federal direct lending, including substituting direct loans for the Stafford 
part of the Guaranteed Student Loan Program (GSL). Indications are that 
this is possible. This statement is. in part, an update to an April 30. 
1991. NASULGC paper regarding direct lending. 

Credit reform, Mr. Chairman, and this reauthorization of the Higner 
Education Act provides a rare opportunity for you to consider a serious 
restructuring of the student loan programs and make significant 
improvements by authorizing a program of direct loans. The credit reform 
provisions of the Budget Reconciliation Act of 1990 made significant 
changes in the way the government accounts for the credit it extenas in 
the form of loan guarantees and direct loans. 

According to the December 1989. Congressional Budget Office stuoy on 
credit reform. 

Tho dIffiKtnet ^ the budgetaiy trtatmtm between direct loans end guarantted loans 
craatas a bias in favor of guarantaas bacauae thair ooats ara dafarrad. Whan ma oosts 
ara known (after default) and finally racordad In tha budgat. they ara waM put tha 
govammanra control. Consaquantty. loan guarantaaa have t>aen growing much tastar 
than dIfMt loana In racant yaart. The total coal to the government of tha naw 
guarantaad loana ia now many timea more than tha coat of naw direct 
loai^a. (p. xH * amphatia added) 
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The President's FY 92 Budget sU;tes that: 

Clf arty, crsdit rtform It not tuti* an acoouming chanQt. It It an oppominity to st« 
aach prooram with froth tytt. Crodit rotorm aska tho right quattkm: WhotetMing 
halpod? Byhowmtich? Atwhatoost? It tocusat anamlon and budgatary dacitloni on 
tha ooatt undarlying aach loan, juxtapotad with tha borrowars wtio banafit from thasa 
programs. It provldas parspactlva for both policy analyalt and program managomant. 
(Part Two • 226) 

What are the implications of credit reform for student loans? 

The Federal government presently obtains capital for the GSL program by 
paying retail price incentives to the capital markets. Under credit 
reform, it can obtain capital wholesale from the same (and other) 
private capital markets. This reduces significantly costs to the 
taxpayers. 

Prior to credit reform, the entire amount of the capital used for direct 
loans appeared as a Federal cost. Only government subsidies were 
included in the Federal budget for guaranteed loans - not the loan capital. 
This apple and orange situation caused direct loans to appear more costly 
than guaranteed loans. 

Under credit reform, both types of loans are priced the same way. Only 
the costs associated with obtaining the capital and subsidies are counted 
in the budget - not the amount of capital involved. In the case of GSLs. the 
government obtains capital from private capital markets through 
guarantees and special allowance incentives (Lenders are entitled to the 
average of 91 day Treasury Bills plus 3.25% with no cap). In the case of 
direct loans the government acquires capital from private capital markets 
through the sale of government securities (treasury bills, etc.). 

With credit reform, the cost to the Treasury of a cohort of GSL or direct 
loans made each year is scored in the budget for the projected life of the 
loans. Included are costs paid by the government for defaults and the cost 
of capital such as special incentive allowances to lenders (for GSL) or the 
cost of Treasury securities (for direct loans). Federal administrative 
costs are accounted for as a line item in the mandatory part of the budget. 

An examination of the cost of a direct student loan and a loan guarantee, 
all factors like student interest rate being held equal, will show that a 
direct loan will be less costly to the governuient than a GSL - primarily 
because the government can borrow money from the private sector at 
Treasury bill rates for direct loans rather than the 91 day Treasury bill 
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rata plus 3.25% now assured to GSL lenders, even during the in^school 
period. 

Under credit reform, government borrowing from the private sector for 
direct loans doea not Incraaaa the deficit. The payment of higher 
GSL aubaldlaa doea Incraaaa the deficit. In addition, direct 
borrowing for studem loans would replace existing guaranteed borrowing. 
Also, over time the flow of repayments back to the capital markets would 
approximate the amount borrowed for new loans « thus establishing 
something akin to a national revolving fund. 

Would a direct loan program be an entitlement? 

For a direct loan program to be supported by the education community, it 
must be an entitlement (mandatory) program as is the current GSL 
program. Similarly, the amount of capital available under a direct 
program must be limited by student eligibility • not by a fixed total 
amount or cap per year In this respect, it would be identtoal to the 
existing GSL program except that capital availability would not be 
dependent on lender willingness to loan. 

Why restructure the student loan programs? 

Credit reform has made direct loans a less costly way to deliver loan 
assistance to st^ri^mts. Savings in the first year alone have been 
estimated to be 'jreater than one billion dollars. Mr. Chairman, I believe 
that (he docurn'antation that you requested from the the Education 
Department "rJ) on April 25, 1991 (when supplied to you) will 
substantiate the savings - savings which should be directed to students. 

The recent report of the Senate Permanent Subcommittee on 
Investigations, chaired by Senator Sam Nunn (D-GA), documented many of 
the costs and problems associated with the GSL program. Among them are: 
the rate of student defaults, the financial failure of one major guarantee 
agency, questions about the strength and number of guarantee agencies, 
severe problems in managing student loans by lenders, and fraud and abuse 
by certain tenders and some trade schools. The General Accounting Office 
(GAO) recently reported that the GSL program has become such a maze that 
it cannot be audited. 
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The Nunn report calls for the Congress to "...undertake niajor and, in some 
areas, drastic reform...* of the GSL program, (p.34) The GAO is called upon 
to study the feasibility of alternative approaches including "...abolishing 
the guaranty agency concept.* (p. 39) 

The GSL Program is an immensely complicated and expensive program for 
students, schools and the ED. With more than 13.000 lenders, over SO 
guarantee agencies and several secondary markets participating in this 
error prone program, the bewildering array of paperwork, regulations, 
procedures and fees is enormous. Many colleges and universities deal with 
every guarantee agency during the course of the year and with hundreds of 
lenders. Notwithstanding efforts by some guarantors and lenders to 
streamline the GSL program, it takes unnecessary time within the 
institution, plus the time required by guarantors and lenders, to process 
GSLs. Despite empty promises made by guarantee agencies for more than 
15 years, institutions are still subjected to different policies, forms and 
computer formats by each agency. 

By contrast, a school can process and deliver a Perkins Loan along with a 
student's regular application for grants and scholarships. This 
significantly reduces the amount of paperwork. A direct loan 
would be originated much like a Perkins loan. The institution has direct 
control over the timing and distribution of loan funds. This control would 
enable the institution to assist students better and improve institutional 
cash flow. 

Direct loans can provide a number of advantages to students including 
the elimination of the GSL application, timely delivery of aid. more 
student counseling by financial aid officers, elimination of up front 
origination and insurance fees, improved access to deferments, automatic 
loan consolidation, choice of repayment plans with no additional charges, 
and reduction in the constant pressure to Increase student interest rates 
to offset government subsklies. Further, students experiencing hardships 
or changes in financial circumstances requiring an adjustment in the 
amount of thej toans will be able to have their requests dealt with 
promptly. On the collection end. students will know who "owns" their loan 
- the government. In addition, student horror stories whteh abound about 
the paperwork obstacles to higher educatton caused by both obtaining and 
repaying GSLs woukJ be vastly reduced and be no greater than those 
experienced with the grant delivery system which is expected to be 
simplified by the Congress as part of reauthorization. Given the recent 
flexibility to schools to determine loan amounts in the GSL program, "red- 
lining" should be prohibited. 
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At a mattf r of Federal poltey. tht GSL program has evolvtd arxl thittad 
from baing tht major program of support for middia irw^ma studants to 
tha primary loan program for studants with damonstratad fInancW naad. 
Whan tha GSL program was craatad in 1965 (modalad aftar savaral 
axisting Stata guarantaa programs), it was intandad to provida loans to 
students from middia income families. Since low income students were 
served by the Perkins program, there was little necessity for these 
students to obtain GSLs. In the absence of credit reform, this change in 
focus resulted from th^ inability of the Congress to appropriate adequate 
loan capital for the Perkins program and still maintain support for the 
grant programs. There is no point in having two Federal student loan 
programs with the same financial needs test if there is adequate capital 
available to meet all student need remaining after grants have been 
awarded. 

The GSL program, however, is now asked to provide three types of loans • 
Stafford loans for students who demonstrate financial need. Parent Loans 
for Undergraduate Students (PLUS), and Supplemental Loans for Students 
(SLS) who do not qualify for Perkins or Stafford loans or who need more 
money than they are able to qualify for under other student assistance 
programs. 

Experience with the Perkins program shows that operationally direct 
loans serve both students and most institutions better than Stafford 
loans. Under a direct loan, origination is simple and the student knows 
who made the loan. 

How would the government obtain capital for direct loans? 

The Secretary of the Treasury, in consultation with the Secretary of 
Education, would sell treasury securities to the private capital marKets in 
accordance with its usual practice to obtain necessary capital. This 
would be accomplished in the same way funding for Sallie Mae was 
provided until 1981. 

Under that procedure, the Secretary of the Treasury, through the Federal 
Financing Bank, sold government securities to the private sector at the 
appropriate time and made t^e funds available to Sallie Mae. That system 
worked nicely, and Sallie Mae is making payments on about $4.8 billion it 
still holds. In the case of direct loans, the Secretary of the Treasury 
would make funds available to the Secretary of Education for allocation to 
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institutions through the ED finance system from which institutions 
presently draw student aid funds. 

It is important to note that all of the 'finance' matters pertaining to the 
capital would be handled by Treasury. For direct loans, ED would no 
longer be expected to have expertise in finance, lending, loan guarantees 
or secondary markets. Repayments would return to the private markets 
through the Treasury and not be left to accumulate in institutional 
revolving funds as is the case with Pcrl^ins loans. Allowing collections to 
remain in institutional revolving funds would cause the proposed program 
to lose its status as an entitlement or mandatory program. Perkins loans 
are scored in the budget as discretionary grants to institutions because 
the loans become part of revolving funds at the institutional level. The 
concept of 'insurance' does not apply in the case of a direct loan since the 
government already owns the loan note. 

How would a direct loan program operate? 

A new direct loan program would be similar in concept to the Pell Grant 
Program, i.e., institutions are essentially agents of the federal 
government and process the loan <^ the government's behalf. The Pell 
Grant Program is not technically ¥ campus based program. Students 
receive vouchers (Student Aid Reports) that they may use at any eligible 
institution. 

While a student voucher would not be involved, a direct loan procram 
would operate in a similar way in that the loan is made directly by the 
federal government to the student with the institution acting as the 
originator. 

How would funds be allocated to institutions? 

The allocation of funds to institutions could take place following one or a 
combination of existing models. A preferred approach would be to use the 
distribution system utilized for Perkins loans and the other campus based 
student aid programs. Under this method, the Fiscal Operations Report and 
Application (FISAP) would be used to make initial allocations each year. 
Institutions would indicate on the FISAP the amount lent in the previous 
year and project needs for the coming] year. Institutions not participating 
in the campus-based programs wOL^'i only complete the direct loan 
section. The ED would approve all initial requests, unless it had reason to 
believe the request was not reasonable or the school was not eligible. 
Another approach would be to use the Pell Grant allocation system. In 
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either case, the reconciliation of individual student rea^ds would NOT 
take place at this point in the process* Special adju itment requests 
would be made 'luring the course of the year by institutions to increase or 
decrease their allocations in accordance with actual student eligibility 
for direct loans. Reconciliation of individual student accounts would 
occur at the end of the year with the filing of the RSAP report. 

Under either approach, institutions ^ould follow existing ED procedures to 
draw necessary funds on a timely basis to fund all eligible students. 
These procedures do not allow institutions to obtain funds more than 
three days in advance of the time thoy are to be expended. 

How would student eligibility be determined? 

Following current practice, students would apply for all forms of 
financial aid and provide need analysis information to the institution($) 
they attend plan to attend. 

Institutions would conouct a need analysis, determine eligibility, package 
direct loans with other student aid and notify the student of award 
amounts and conditions. 

How would the loan be disbursed to the student? 

Like the Perkins loan program, institutions would prepare a promissory 
note for the student's signature. Following appropriate loan counseling 
procedures, the student would sign the promissory note. Funds would then 
be credited to the student's institutional account or given to the student 
depending on the circumstances. For those institutions who do not 
participate in the Perkins program, the signed promissory note would be 
similar in concept to the Student Aid Report necessary to make payments 
to students. 

What wcul(^ happen afier the loan is disbursed? 

The Federal Government (Education Department) would have responsibility 
for servk^ing and collection. ED would have contracts (including 
performance bonuses) with private clor servicers for billing and 
collection. Institutions who so desired and were qualified might act as 
servicers for their students. 
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institutions would ddliver signed promissory notes to an ED contractor. It 
is expected that arrangements would be made for several means of 
delivery* including possible electronic transfer of notes. 

Would there be a national data base with direct student loan 
Information? 

Yes. Multiple year notes and notes from different schools would be 
consolidated immediately under this system. With the opportunity to 
establi^^h a new central file* the insurmountable data problems of the 
existing GSL program would be phased out. The Pell Grant Program has 
demonstrated ti^at a central processor can work with multiple data entry 
contractors. In this tr\se, loan servicers would relate to a central 
processor in a similar manner. Servicers would be required to meet 
uniform ED specifications and would be subject to audits and reviews by 
BD. 

Institutions would cor tinue to report enrollment status as they io now in 
the GSL program - only with one uniform reporting system synchronized 
with institutional academic calendars. 

Since most of the administrative activity would be done under contract, 
the Department's principal responsibility would be oversight. Other 
government agencies, such as Treasury^ might assist with management of 
the collection rec^'onsibility. 

What about administrative support/capability In the education 
Department? 

While ED has experience in working with private sector servicers and has 
a credible record in collections, the Congress must set aside salary and 
expense money for the operation of all of the Title IV student akl 
programs, including direct loans. Funding should be directed by the 
Congress for training, technical assistance to institutions. pro<:|ram 
reviews, contracts, and contract administration. Additionally. Congress 
should provide initial funding to ED to enable it to obtain and utilize state 
of the art telecommunications and computer technology to handle loan 
transactions and loanagement information. This is one of the most 
important recommendations made by ACE and. other higher education 
associations to the Congress. 
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Th« GSL program has be«n pa(eti«d tofl«th«r ovar tha yaara to tha point 
whara it cannot ba audltad or managed affecttvaiy. Undar difficult 
circumat*>caa ovar tha past tan yaars, ED has dona a cradibia joli of 

administaring tha Pell Grant and campus based student aid programs. In 
addition, it has managed Perkins and GSL default collections activity well 
undar these conditions. Indeed, as the Nunn hearings have demonstrated, 
thore is serious question about the quality of some of tha servicing done 
by private lenders in the GSL program. Tha ED system makes uje of 
private servicers and loan collection contractors in addition to ;he IRS 
offset program. ED has also managed large elementary and secondary 
education programs well. 

Since a direct ' lan program would not have the complexities of lenders, 
secondary markets and guaramors. it would clearly be easier for the ED to 
manage than Stafford loans. All financing matters would be handled by 
the Secretary of the Treasury. ED would handle the delivery and oversight 
of institutions and collection/servicing contractors. For direct loans, it 
would no longer be necessary for ED to monitor 13,000 lenders, ovci 50 
guarantee agencies and the oarticipating secon>iary markets. This should 
enable ED to avoid over rogulation and micro management of 'he program. 

Direct loans would operate more lik«i Perkins loans and won' < not at all be 
similar to the Federally Insured Studem Loan fFISL) program whk:h was a 
guarantee type program abused by some institutions and lenders and 
lacked administrative support withit! ED. Corrasponrienro schools, for 
example, no longer participatfc in GbL. They were i.iajor participaiUr m 
the FISL program and a source of many problems. 

All of this comes at a time wh«ii Secretary of Education Lamar Alexandar 
has announced his initiative to make major management improvements in 
the student aid prog arns. This is encouraging because wif- good 
leadership and reasonable resources, public servants can n-an- ograins 
very m>\i 

Which institutions could participate in direct loansV 

The G'-oQ. .bs must determine iribtitutional elig . ily. C br"'y, fiiqibit- 
institutions should be able to demonsuate adm;,';.r ativo • «city u 
Tiet their responsibilities for fiscal stewardship anu manriypnie' 1 * 
vj(re> . leans or any Federal :i»^"^qnt aid proi, im. Apa '-om u ec 
respo isibilil/, "»'8nJ changes m l.iw have k. -mater •n.t' , qunsi Oi.j' 
institutions from the student aid programs. In iddition, .-(.pused 
lauthorizatioii char, es in accreditation and licunsurH by ' e eajfa||||^ 
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community and the Administration would furthar tighten the syatem. 
Finally, with clear llnaa of responsibility and accountability in a direct 
loan program, the opportunities for mischief with the taxpayers' money 
which exist in the GSL program should be reduced signiftcantty. 

Would institutions be provided administrative allowances? 

It is essential that institutions be provided adequate administrative 
support. To begin a new program with the promise of eliminating the 
problems of the existing GSL program without providing good 
administrative support up front would not be wise. Institutions may find 
that the administrative savings they achieve from the elimination of all 
or a part of the existing GSL program will help offset some new costs. 
The issue must be examined ^^nd appropriate administrative allowances 
and support provided. The ACE proposal suggests an annual $20 allowance 
per eligible direct loan student. 

It should be noted that guarantee agencies now receiv<i one percent as an 
administrative cost allowance (about $110 million yea from 
government appropriations. Also they have the use of student financed 
insurance preriums of up to three percent. Agendas also retain 30 
percent of collections they make on defaulted loans. 

What about small schools or schools that do not presently 
Participate In the Perkins program? 

The ED could arrange a contract for an alternative admmistrative entity 
which would assist schools that do not wish to administer the lo- 1 
program themselves or lack the administrative capability necessa^ to 
manage it. This alternative system would be similar In concept to the 
"alternative disbursement system" for Pell Grants which existed prior to 
1981. 

However, many small schools may find that a direct loan program would be 
easier to manage than the existing Stafford program. This would be due to 
the fact that the lender and guarantee activity Is removed, time delays to 
the student eliminated, and cash flow to Cie institution improved. 

What about Institutional liability? 

Institutions are presently liable for errors made in executing any of the 
tasks they perform related to the GSL program; this would not change with 
direct loans. The institution would need to draw down funds, determine 
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studtnt eligibility, and disburse funds correctly. Once promissory notes 
have been accepted by the government (within a proposed 45 day statutory 
time limit) liability would end (except, of course in cases of fraud). 
Institutional liability would be less than QSL since the number of entities 
dealt with would be reduced and the institution would have control over 
the entire origination process. In addition, the institution would still 
have access to the students account to recover funds and the opportunity 
to find the student to obtain a missed signature on a promissory note, 

What about institutional cash flow? 

Most Institutions would have an improved cash flow under a system of 
direct loans. Not only would funds be available when school started, the 
delays caused by handling checks co-payable to the institution and the 
student from hundreds of lenders would be eliminated. Of course, 
institutions would be required to follow existing cash draw procedures 
which prohibit funds from being on hand more than three days prior to 
disbursement and from earning "floaf while in an institutional account. 

Could the financial aid transcript be eliminated? 

Currently^ notification of a student's federal aid must be made to the 
institution to which a student transfers. This is accomplished through a 
cumbersome and expensive financial aid transcript process. With a a 
national direct loan data file on all students and the existing Pell grant 
data file, it would be possible to eliminate the financial aid transcript * a 
major paperwork problem for institutions. 

What would happen to the existing Perkins loan revolving funds 
located at Institutions? 

Ongoing collections fror^ existing Perkins loans which return to 
institutional revolving funds should be left at the institutions, invested in 
new Perkins institutional endowment accounts, and the income used for 
other student aid purposes or special student loans. Under this approach, 
collections would be invested in an institutional endowment or total 
return fund for that purpose and the earnings used for student grants or 
employment. Over the years, many schools could get out of the loan 
collection businessi 
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What rola might exist for guarantee agencitt or lenders? 

The parent loan program (PLUS) should be significantly improved as a 
guaranteed loan for dependent (middle income) students. 

The maximum PLUS loan should be determined by the cost of education 
less other financial aid received by the student as recommended by ACE 
and other higher education associations. In addition, the tax writing 
committees should be encouraged to restore the interest deduction for 
parent and student loans as part of an overall plan to help parents of 
dependent students. 

While all three GSL programs - Stafford, PLUS and SLS - could be operated 
under a direct system, it could be argued that the low cost of the 
unsubsidized PLUS and SLS programs together with the more natural 
relationship between credit worthy parents and lenders makes policy 
sense to continue these programs. Guarantee agencies may also wish to 
participate in the servicing function for direct loans. 

How should direct loans be phased In? 

ACE and twelve other higher education associations have proposed that 
need based direCi loans be available to institutions on an optional basis. 
Under this proposal, an institution would participate in either Stafford or 
direct lending. Another option is to substitute direct lending for the 
Stafford and Perkins programs, bringing all new need based lending under 
one program. Proposed legislation sent to the House Subcommittee on 
Postsecondary Education on April 8, 1991, by mCE provides legislative 
language consistent with the framework for direct loans described in this 
paper. 

For students who have both Stafford and direct loans, direct loans might 
be made eligible for inclusion in the existing loan consolidation program. 
The existing Stafford portfolio will, of course, have to be phased out and 
provisions for transition made if the bolder option is adopted. It might be 
necessary, for example, to change the existing administrative cost 
allowance (ACA) of one percent of new loans originated to an allowance 
based on outstanding loans. In addition, increased PLUS volume might 
replace a substantial portion of ACA lost due to the elimination of the 
Stafforci loan volume. 
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Whtn should dirvct lending be Implemdnted? 

Direct lending should be implemented only after adequate lead time has 
been provided (or detailed planing and preparation. At a minimum that 
should be one full program (school) year following the date of enactment. 
For example, if the President signed the enabling legislation in March of 
1992, the program should not go into effect until July 1, 1994. 

The development of a direct loan plan is a dynamic process that will 
continue to require the best thinking of many people. The advantages and 
disadvantages of changing a major student aid program will have to be 
carefully considered. 

Mr. Chairman, thank your for your time and consideration of these ideas. I 
hope the Subcommittee will tai^e advantage of this opportunity to improve 
student aid programs. I would be happy to answer any questions you might 
have. 
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the student kxm lysterr; to take 
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the 1 W) Budget Act. 

Some people advocate a com- 
pleto sNft to this type of system, 
wNe othets would provide this kind 
of on option to schools, on a test 
basis. 
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Mr. rhatmiMn^ and distinguished memben of the Budget Committee, I am Dallas Martin, 
Pittident of the National Association of Student Fmancial Aid Administraton (NASFAA). 
On behalf of the moit than 3,200 institutional memben of NASFAA, I am happy to 
submit this testimony to you for the record on the title IV student aid programs. 

As you know, the Congress is cunnently in the process of reauthorizing the Higher 
Education Act of 1965. In anticipation of this impoctant reauthorization, NASFAA, in the 
fall of 1989, embarked upon a systematic action plan to enable the Association to develop 
a set of recommendations that would reflect the vicw» and address the concerns of our 
diverse membcnhip. To insure that cvfryonc had an opportunity to provide input during 
our development process, we not only solicited written comments for over 18 months, but 
we held a series of six formal hearings in coiyunction with each of our regional 
associations' annual meetings. 

The feedback that was received from this process was then carefully reviewed by a special 
ten-nrmber Reauthorization Task Force. The recommendations developed by that Task 
Force weit then circulaled to ou' entire membership for further comment, and fmally, after 
some adjustmenu, approved by our 27-member Board of Directors. Therefore, we feel 
confident that the recommendations which we have submitted to the Congress represent a 
consensus of the views of the majority of the financial aid administrators from across the 
nation who are working at institutions representing all scctorr of postsccondary education. 

Throughout our deliberations we obtained nun^rous suggestions on how to improve all 
phases of the student aid programs, as well as suggestions on what needs to be done to 
strengthen C4ich of the individual federal TiUe IV student aid programs. However. I would 
like to focus this testimony on our recommendation to reestablish the Pell Grant as the 
foundation of the student aid programs by substantially increasing the maximum award to 
$4,400 and by making the program an entitlement 

During the coiirse of our reauthorization hearings, one of the most frequently-stated 
concerns of our members was the need to address the growing imbalance of available 
funding between the grant and loan programs. Repeatedly, aid administrators from all 
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types of icbools iciois the coundy told ui that something needs to be done to restore the 
purchuing power of the Fell Ortut Prognun so that it can agiin seive u a viable 
foundation piogram for studenu with demonstiated financial need Witness ifter witness 
told us that changes to the eligibility fonnula aocomptnied by inadequate funding levels 
over the past decade have severely eroded the effectiveness of the program for studenU at 
their schools. Many of these witnesses presented data which showed that the percentage of 
I^cU Orut funding at their institutions has declined lo one-diiid or one-half of what it wu 
in 1979. By comparison, diey noted that the current maximum 1^11 Grant award of $2,400 
does not begin to cover the same percentage q{ a student's educational cost u it did ten 
years ago. Similarly, they told us that naany of tlv. students who come from moderate 
middle income families no longer qualify for even a modest 1^11 Grant 

Oince the Pell Grant F.X)grem's fuax authorization in FY 1973, die Appropriations 
committees have funded the program at iu authorized maximum only three times-ax>8t 
recently in FY 1979. In all other years, the program maximum has been below the policy 
levels set by die audiorizing committees. Tlie failure of appropriations to mitch authorized 
maximums is even more staric when cost of attendance increases for the 10 year period 
beginning 1980-81 are compared to the Pell Grant ™irimiim awaid increases for that 
period. In 1980-81, the Pell Grant maximum wu set by appropriations at $1,750 and rose 
only $630 or 37% during the 1980s. The current $2,400 maximum award also represent: 
only a 14% increase over die $2,100 maximum award in l987''88-rtie beginning of the last 
reaudKjrization period The percent change from 1980-81 lo 1989*90 (est) in 
postsecondary education's cost of attendance reveals increases of 133.9% for private 
univendties. 123.2% for private four-year colleges, 105.3% for public universities, 105.2% 
for public four-year colleges, and 72.5% for public two-year community colleges. These 
figures represent die average cost to students rather than the average charge by institutions. 

NASFAA believes diat die primaiy unintended consequence of underfimding of die Pell 
Grant Program, combined widi targe increases in college costs, has been to cause many 
students to itly on loans to finance dieir education. In far too many cases, diese are 
lower-income students who should not be usundng large debts. Aid adminisa:ators are 
forced to provide i^Krtving numbers of very needy studenu at the start of their academic 
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careen with not ody a Ptrkins Loftn» but a maxiznuzn Staffoid Loan a9 well. Tlve result ii 
(hat lome of theie higher need studenu are simply choosing not to pursue postsecondary 
ediicadoQ. or are becoming so indebted earlier in their undergr«duaie degrees that it is 
alTecting their education and career choices and decisions to consider graduate studies. 

Researeh has also shown loans to be negatively associated with incentives to cncoutage 
low-income minority studenU to pursue higher education. Therefore, today, when the 
peicenttge of loans Is Increasing as a part of a student's overaU financial aid package, it is 
not suiprising that the overaU percenuge of minority postaecondaiy school cnroUment is 
declining during a time in which the percenUge of minority high school graduates is 
increasing. 

As originaUy legislated, the Guasanieed Student Loan Program was designed to be used by 
middle-Income famiUes and their children. whUc ihe giant programs were targeted to lower- 
income families and studenu. In a simation of too few grant doUan necessitating large 
loan repayment burdens, it should not surprise anyone that student loan default rates and 
assocUted coca would InotaK (o alarmingly high levels. Obviously, these cosu show up 
not only 10 taxpayers, t it to smdenU who must live with a poor mark on their credit 
lecoid and the possibility of not being able to pursue a postsecuodary education. 

If ir^; : to provide all of our citizens with an opportunity to obtain the fuUest measure 
of education that will enable them to participate equally within our society, then it is 
essential that we restructure the Pell Grant Program to insure adequate and predicuble 
funding ftom year to year. To help insure this is accomplished, we propose that the Pell 
Gnnt maximum award be tooM at $4,400 for the 199^93 award year, and then 
automatically indexed to rise at least $200 each year thereafter, but not less than the 
Consumer Price Index* 

Our reason for esublishing dte maximum award at $4,400 is an attempt to bring it back in 
line widi where it was following the pasuge of the Middle Income Student Assistance Act 
of W8. In the first awa:^ year following that Act, the maximum Pell Grant was $1,800. 
Therefore, had tlie maximum award been indexed in such a manner at that time, increasing 
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it ty a axxlen $200 per year, we would have a $4^ maximum award for the upcoming 
1991-92 award year u opposed to a ^^.400 maximum awaid« and a $4,400 maximum for 
the 1992-93 award year. Further, the policy goal trf the PbU Grant Program ii diat it 
fhould cover up to 60% oi a student's cost*of*attendance. Our projections suggest that the 
avenge annual cost at a four-year public college in 1992-93 will be $7,400. Therefore, 60 
percent of tfiat cost would be $4,440. Further, we have proposed legislation which would 
make the Pell Grant Program an entldement, thereby giving assurance to current and fiinue 
generations of students tfiat they can count on the Pell Grant Program tc be the foundation 
program that it must be. 

NASFAA believes tfiat raising the Pell Grant nyntimunM to the levels we recommend, and 
maintaining a commitment to funding these authorized maximum awards, will gready 
decrease the utilization of loariS by low-income fatdenu. Such a policy change cannot 
help but alleviate student loan default problems for individual snidents, lenders and 
guaranty agencies while decreasing default costs to the federal government and taxpayen. 
Further, we believe that making the program an entidement will provide a certainty of 
opportunity for American studenu and allow them to prepare pnyperiy for a postsecondary 
education knowing that the funds they need will be there. 

In closing let me say that NASFAA recognizes the budgetary challenges facing this Budget 
Committee and die Congress in die coming years. If dtis country is to remain on $omA 
financial footing, dien some tough spending choices will certainly have to be made. 
NASFAA submits, however, duu to continue to allow die Pell Grant and other federal 
student grant prognma lo erode is countesproductive to die funire ecooomfc goals of diis 
NatkNt 1 look fiorwaid to working widi you and odier members of Congress to continue 
to help diis Nation's st^Jdenu attend postsecondary education and become productive, 
contributing citizens. 

Thank you for tfiis oppoitunity to submit tettimouy for die recorl 
[Whereupon, at 12:20 p.m., the Committee adjourned J 
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